Daily Report— 


| Subscribers: Please see important notice inside. 


FBIS-CHI-95-004 
Friday 


n 1 This report may contain copyrighted material. Copying and dissemination 
es — we is prohibited without permission of the copyright owners. 


NOTICE 


Effective 3 January 1995, FBIS will no longer publish the China JPRS Report (JPRS- 
CAR). Material currently appearing in this report will be published in the China Daily 
Report (FBIS-CHI). 


U.S. GOVERNMENT SUBSCRIBERS currently receiving the China JPRS Report will 
be sent the China Daily Report. U.S. Government customers, including Department of 
Defense personnel, who do NOT wish to receive the China Daily Report or wish to adjust 
the number of reports they receive should notify FBIS by fax at (703) 733-6042 or by 
phone at (202) 338-6735. 


NONGOVERNMENT SUBSCRIBERS will be notified by mail in the coming weeks by 
the National Technical Information Service (NTIS) regarding pricing and ordering 
information for the China Daily Report. For immediate details call NTIS at (703) 
487-4630. 


Daily Report 
China 


FBIS-CHI-95-004 CONTENTS 6 January 1995 


An * indicates material not disseminated in electronic form. 


INTERNATIONAL AFFAIRS 
General 
Foreign Ministry Declines Comment on Dissident Blacklist /AFP] .............:.:ccsscsseeesereeeeeeeeereeeeenees 1 
Zhu Rongji To Attend World Economic Forum (//iong Kong WEN WEI PO 6 Jan] .............0.000000 | 
Daily Analyzes U.S.-Russian Nuclear Arms Race /RENMIN RIBAO 4 Jan] ............cccccccceeeeeeeeseenees l 
Year-End Article Details CPC’s External Work /RENMIN RIBAO 27 Dec] ..........:ccceseeeeeeeeeseneeeee 2 
Northeast Asia 
Researcher Sees Continued Expanded Trade With Japan /CIIINA DAILY 3 Jam] .........0...cccc0cc0ee0es 4 
‘Relaxation’ of Korean Peninsula Situation Viewed /RENMIN RIBAO I Jan] ..0...........c00cc0eeeeeeeee 4 
NATIONAL AFFAIRS 
Political & Social 
Namelist of 49 Activists Barred From Entering China /Hong Kong LIEN HO PAO 6 Jani/]_........... 6 
Shanghai Human Rights Activist Jailed for Tax Evasion [AFP] ...........ccccccccscssseeseeeeeeeeseeeeeeeeeeeeenee 7 
CR ED BETTIE cccccrssrssnsnssensnennensseuassntennsennensessensmneniannseusceeeeneventuneseseneneensuevtees 7 
Chinese-Australian Businessman Held Without Charges 
[Hong Kong HONGKONG STANDARD 6 Jam] .........0cccsccee sesssssessecsssssessssssssseessessssssssccessesssessscenenes 7 
*Wang Meng Discusses ‘Third Eye’ /DUSHU Sep 94]  .....cccccccssccsssssssssesssseee scseceeseeseseceseseeerecsesessenees 8 
German Reporter Interviews Qiao Shi ([XINHUA] ........ccccccccscsseesssseeseneeseseeeeesenessneeesseeeeeeeneeesesseeseess 11 
CPC Moves To Build ‘Trans-Century’ Leadership /Hong Kong CHING PAO S Dec] ...........c000000+ 13 
Journal on Latest Developments in Beijing /Hong Kong KUANG CHIAO CHING 16 Dec] ............ 18 
Balance Between Tradition, Westernization Stressed /LIAQOWANG 5 Dec] .......ccccsccceeeeceeeeeesereneenves 22 
Peasants Write to Jiang on Rural Organizations /BAN YUE TAN 25 Nov] ........ccccccccceeeeeeceeeeereeeeeees 23 
Article on Two Newly Published Poems by Mao 
[RENMIN RIBAO OVERSEAS EDITION 27 Dec] .......sscssssssssesssessessessesersceecssersesnssessnessceeeseesseenees 25 
Daily Explains New Format in Open Letter to Readers /RENMIN RIBAO 1 Jan]  .........cccccccceeseeees 27 
*Ministry Suggestions on Social Security Reform /JINGJI YANJIIU 20 Oct] .occcccccccccceseccceseneeeeeeesees 28 
*Article Reports Growth of Private Schools /ZHONGGUO SHEHUI BAO 25 Oct]  ......ccccccceceeeeeees 36 
Article Hails Efficacy of Reform Through Labor /FAZHI RIBAO 4 Dec] ........cccccccceecccesseeereeeeeeeeeees 38 
China To Strengthen Punishment for Environmental Crime [AFP]  ........:ccccccccccecsseseeeneceereeeseneeeeens 38 
Crime and Punishment From 14 Dec-3 Jan /GUANGMING RIBAO 17 Dec, CC] ......ccccceeeeeeeeeeeeees 39 
Military & Public Security 
Meeting Lauds Achievements of Soldier's Wife [XINHUA] .........ccccccccccsssesessseeeesssenerenseeeeeeeneeeeeeseees 45 
ECONOMIC AFFAIRS 
General 
40% of Foreign-Funded Firms Guilty of Tax Evasion /ZHONGGUO XINWEN SHE] .........00000000 47 
Article on ‘New Thinking’ in Enterprise Reform /LIAQWANG 21 NOW] ......cccccccccccesceeeeeeeeeeeeeeeeeneees 47 
*Enterprise Losses Cause ‘Conspicious Problems’ /Q/YE GUANLI 1 OCtf  ....ccccccccccccscccscceeeeeeeeeeeenes 50 
*CASS Economist Views Inflation /CAIJING WENTI YANJIU 15 Ot] ....cccccccccecseereeeeereeeceeeeeseeevees 52 
*Information Center Researcher Analyzes Inflation /CAIJING WENTI YANJIU 15 Oct] ......000000 55 


Daily Cites Predictions for Light Industry /XINHUA] .......ccccccccscccccssessseesseeeeseeeeeneeeeeeeesereeeeeeeessneeees 62 


FBIS-C HI-95-004 
6 January 1995 2 Ch 


Shougang Corporation Leads Iron, Steel Industry (ZHONGGUO XINWEN SHE]  ............0-.ce000-- 
Airlines Purchase 92 Aircraft in 1994 {ZHONGGUO XINWEN SHE] ................. insinuate = 


Finance & Banking 


Finance Minister Reviews 1994 Tax Reform Progress /Beijing TV] ............ seneaintaiidenictniiteanineeieenniian 
Official Says Bank Reform Implemented ‘Too Slowly’ 

I asian errnenninntnnnnnnrenmneemnuentnes 
Relaxation of Limits on Foreign Banks ‘Likely’ /ZHONGG UO XINWEN ee 
*Roundup Reports Symposium on Macroeconomic Control /JINGJI YANIIU 20 O68) ....0..0.0c.00+- 


Agriculture 


Ministry Urges State Farms To Attract Foreign Funds /CHINA DAILY 6 Jam] -.0.......000..cc0000c00000 
Jiang Chunyun Seeks Advice for Agricultural Growth [XINHUA] 200...22.......cccccececcceeeseeeeeeeeeeeeeeeeveees 
Commission Official on Stabilizing Crop Areas [XINHUA] .0........cccccccccececeeeeeeceessnveceeeeeeneeneeeenneenes 
Commentator Urges Raising Agricultural Productivity /RENMIN RIBAO 4 Jan] ..............00000000 
‘Experts’ Advance Reasons for Grain Price Increases /CI/INA DAILY 6 Janj ....... sideittianiaiteniieaitae 
Shaanxi Achieves Further Rural Economic Growth {NVINHUA] 20.........:ccc-eececceeeeeeeeeeeeeeeeseeseneneenenes 


REGIONAL AFFAIRS 


East Region 


Fujian Governor on Economic Tasks for Year /Fuzhou Radio} .0.0.............0000ccceeeeceeeeeeeeeeeeeeseereveness 
Fujian Leaders Address Provincial Work Conference [Fuzhou Radio]  ............ccccccccceeeeeeeeeeeereeneens 
Fujian Leaders Direct Spring Festival Activities /Fuzhowu Radio] ...................ccccccececeeeeeeeeeeeeceeeeneeees 
Fujian Leader Watches Fuzhou New Year Show [Fuzhou Radio} ..0...........200cccccceecceeeeceeeeeeeverecneneeees 
Report on Fujian Economic Performance in 1994 [Fuzhou Radio) .......2.......cccc00ccc0eveceeveeeeenovesevneene 
Fujian Province Takes Steps To Protect Farmland [XI/ HUA] .o.ccccccccccccccccceceeeeesceeeeeseeennervenceeoeeees 
Journal Views Shanghai Development Prospects /Hong Kong CHING PAO S DOC] .........cc0..0000ec000+ 


Central-South Region 


Guangdong Xie Fei Urges Enterprise Groups To Meet /Guangzhou Radio}  ..............0cc00000000+ _— 
Guangdong Government Head Issues Apology /ZITONGGUO TONGXUN SHE] oo..0....ccccccececereeees 
Guangdong To Launch Copyright Antipiracy Operation /Guangzhou Radio] .................. a 
Guangdong Steps Up Checks for Pirated Products /Hong Komg TV] ........0ccccccccccccesececereeeeseneneeeeees 
Conflict Between Public Security, Residents Ended /Z/HHONGGUO XINWEN SHE] o.0......c0000.00000 
Work Begins on Guangdong Section Beijing-Kowloon Railway /XINHUA] ........c.ccccccceccccseveceneeeeees 
Hubei Reaps Good Harvest, Growth in Rural Economy /Wiuhan Radio} 20.........00.ccc0ccceccceereeeeveene 


Southwest Region 


Guizhou Leader Marks Radio Station Anniversary /Guiyang Radio] .........0..cccccccccesececesseeeeeeeeenoenee 
Sichuan Governor Attends Reopening of River Channel /Chengdu Radio]  ...........cc0..cccccc0eceeeeeee — 
Sichuan’s Yang Rudai, Xie Shijie Open Deng Exhibit (Chengdu Radio} .00.......0...cccccccccsceeeeeeeeeeveres 


Northeast Region 
Liaoning Province Seeks Foreign Investment (CHINA DAILY 6 Jan] ooccccccccccccccecccoeeeceeeeerneoe enewenet 
Northwest Region 


Gansu Party Leader Attends CPPCC Meeting /Lamzhou Radio] ........0..0cccccccccessecceeseevneevcensenrs neevees 
Gansu Leader Arranges Back Pay for Miners /Lanzhou Radio] ...........0.0000 nibiaennes enna postneceuneas 
Gansu Governor Inspects Spring Festival Markets /Lanzhou Radio] .........0..00c..00000. seipaneeenininienanlit 
Gansu Ponders Development Zone, Counterfeit Products /Lanzhou Radio) ........ pesaanndncianenecmmmnaiants 
Qinghai Meeting on Modern Enterprise System /Nining Radio] o......06..-.ccccceeeeeesvueeeserreneeeeernneneenenes 
*Qinghai Formulates Rural Enterprise Measures 

ef §  | FN EN 
Xinjiang Official Briefs Reporters on Economy [/Urimgi TV] o.........cccccccccccceevsnseseeeenvereeeeeneeeeeenereees 


FBIS-CHI-95-004 
6 January 1995 3 China 


PRC MEDIA ON TAIWAN AFFAIRS 


XINHUA Replaces litem on Taiwan Investments ....................- ne Ee Oe nlinsiniatiiaaiali 90 
I ictal alate etal diana larthitalati dia iet aa iete aban aici 90 
Ee ere NN: HOT SRE ae eK a OREO eae ee IE 90 

Taiwa., harity Plans Direct Cross-Strait Travel (ZHONGGUO TONGXAUN SHE] ..0.202.......-cccceseroeeeenees 90 

TAIWAN 

Hsu Views Kaohsiung Plan, Trade Link Claisns /Taipet Radio}  .................c..00eeeeeconeree seeeeeeeeenereeenevensnnnees 91 

Possible U.S. Sanctions on Mainland Highlighted [CNA] . ..............-:ccsscecceceneneneesneossessereeeeeeeenerenerenennanenes 91 

Two Taiwanese Businessmen Murdered 1m Moscow [AFP] o......0.....ccccecceeeersereeneneeeseensnneeseeenevenenrenees sisnaiae 9t 

HONG KONG & MACAO 

Hong Kong 

Sempnct GF Giew-1)F. Tile Pebctiet TIGR GRRIE  ceecnececcecccseececcceretcecevscocccsccccccesensenssvetecenemncsreeneeeneveusnees 92 
Officials Comment on Issue /Ilomg Kong TV] ..............c0seeeeeecereeeneeecssnenerecsenseeencerseeeesarcenenees 92 
Trade Secretary Chow Cited /Hong Kong EASTERN EXPRESS 6 Jan] occcccccccccccceeeeeevererereee 92 

PWC Calls For Early Decision on SAR Chief ///ong Kong HONGKONG STANDARD 6 Janj ...... 93 

PRC, UK Agree on New Airport Management Body 

[tong Kong HHONGKONG STANDARD 6 SQA] .210<00-0010s0000-snscsrsererereerscccensreesoseneserveossssssszecscoceseceenes 94 

Governor Sets Conditions for Cooperation /Hong Kong HONGKONG STANDARD 6 Jan .......... 94 

Delegates Meet CPCCC Official in Beijing [XINPIUA) .............0ccc.ecccsresseesncssesessevesssscessessessessessensses 95 

Direct Taiwan-PRC Shipping Links Discussed /Hong Kong EASTERN EXPRESS 6 Jani} ............. 95 

Commentary Views ‘Purpose’ of Bill of Rights /Hong Kong WEN WET PO 3 Jan] o.........ccccceeoeve. 96 


Foreign Ministry Declines Comment on Dissident 
Blacklist 


11K0501094095 Hong Kong AFP in English 0918 GMT 
5 Jan 95 


[FBIS Transcribed Text] Beijing, Jan 5 (AFP)}—Human 
rights groups Friday published what they described as a 
secret Chinese government blacklist, banning 49 over- 
seas dissidents from re- entering the country because of 
their political beliefs. The document, released Friday by 
two US-hased hurran rights watchdogs—-Human Rights 
Watch/Asia and Human Rights in China—backs asllega- 
tions that Beijing has a covert policy of keeping 
unwanted activists in forced exile. 


Entitled “List of 49 Overseas Members of Reactionary 
Organisations Currently Subject to Major Control,” it 
was issued by the Chinese Public Security Ministry in 
May 1994, just days before the United States was to 
decide whether to renew China’s most favoured nation 
(MFN) trading status. 


Almost half those named in the document were placed 
on police “most wanted” notices aficr the bloody supres- 
sion of the 1989 pro-democracy movement. Some 80 
percent are currently resident in the United States. The 
document lists names, ages and passport types, whether 
or not the individual is on a police “wanted” list; the 
date the person was secretly banned from re-entering 
China; and details what action should be taken if the 


person is caught trying to enter the country. 


All the principal student leaders from the 1989 move- 
ment who subsequently escaped to the Wesi—such as 
Wuer Kaixi and Chai Ling—arz included, together with 
intellectuals, writers and former state officials. Also 
prominent are a number of former political prisoners 
who, in response to sustained U.S. diplomatic pressure 
over the question of China's MFN status, were finally 
granted passports or exit permits and allowed to leave 
for temporary study or medical treatrnent in the United 
States. 


The Chinese foreign ministry declined to make any 
immediate reaction to the report, when questioned by 
AFP. 


“The authorities allowed dissidents to leave, thereby 
appearing to appease human rights critics in the United 
States, while at the sarme time they secretly pursued a 
policy of sending former political prisoners and other 
dissidents into involuntary exile abroad,” the New York- 
ased HRW/Asia said in a statement. 


None of the 49 dissidents has ever been formally notified 
of a ban on returning to China, although many have had 
their passports cancelled by Beijing or confiscated by 
Chinese consular officials overseas. Some, like labour 
activist Han Dongfang, were forcibly expelled when 
trying to return. 
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“In short, the Chinese government seems to be finding it 
increasingly expedient to export its political dissident 
problem,” the statement said. The policy seems to have 
paid off, as the overseas Chinese dissident movement 1s 
fragmented and ridden with infighting, and many activ- 
ists have faded into relative obscurity. 


The list groups banned individuals into three separate 
categories, stipulating how they should be treated by the 
border control authorities. “Caiegory one persons,” 
comprising mainly those still subject to “most-wanted” 
notices who iled without passports after June 1989, 
should be “immediately detained. investigated and dealt 
wiih by law” 1f caught trying to re-enter China. Those in 
the second category—mainly individuals who became 
politically active overseas and former political prisoners 
permitied to leave—should be “denied entry and 
returned immediately,” while members of the third 
category are to be dealt with “according to the situa- 
tion.” 


For at least 30 of the individuals on the list—such as 
China’s most celebraied dissident intellectual Fang 
Lizhi—the re-entry ban 1s described as being of “unlim- 
ited duration,” while most of the others are subject to 
bans of five vears’ duration. 


Significantly. the list makes m clear that the “most- 
wanted” aotices put out on top student, intellectual and 
worker leaders of the 1989 movement still remain in 
force—more than five years afier their promulgation. 


HRW/Asia cited informed sources as saving the list was 
issued last May to border control officia!s nationwide for 
a period of several days only, during which they were 
expected to memorise its contents and then return any 
copies to the central authorities. 


Zhu Rongji To Attend World Economic Forum 
11K06V0/030195 Hong Kone WEN WEI PO in Chinese 
6 Jan ¥5 p A2 


[Dispatch: “Zhu Rongj: Is Set To Visit Switzerland in 
Late January™] 


(FBIS Translated Text] Geneva 5 Jan (TA KUNG 
PAO)—Vice Premier Zhu Rongji of the Chinese State 
Council is scheduled to leave Beijing for Zurich in late 
January for a week-long visit. 


He will be the first high-ranking Chinese official to visit 
Switzerland this year. 


After his arrival in Zurich, Zhu Rongj: will first hurry to 
Bern, the Swiss capital, to visit members to the Swiss 
Federal Assembly. attend a state banquet in his honor, 
attend the “World Economic Forum” in Davos, and 
meet several Swiss businessmen who have invested in 
mainland China. 


Daily Analyzes U.S.-Russian Nuclear Arms Race 


11K060/074195 Beying RENMIN RIBAO in Chinese 4 
Jan 9S p 6 


[“International forum” column by Zhang Dezhen (1728 
1795 4176): “Cold Peace’ and Nuclear Arms Race™] 


This report may contain copyrighted ma‘erial. Copying and dissemination 
is prohibited without permission of the copyright owners. 
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(FBIS Translated Text] U.S. Vice President Gore 
recently visited Russia and both sides agreed to exchange 
secret data about their own separate nuclear arsenals. 
Coincidently, as soon as Gore left, Russia carried out the 
first test launch of its new-generation transcontinental 
ballistic missile—“Bai Yang [4101 2799]-M” and the 
test was successful. 


The two events may just have been coincidental but they 
showed a plain fact: The former showed that with the 
development of nuclear disarmament, the two nuclear 
powers found it necessary for them to increase their 
mutual trust and transparency; the latter indicated that 
although the United States and Russia reached disarma- 
ment agreement, they isave not stopped their nuclear 
arms race. 


After the end of the “Cold War,” the two nuclear powers 
made certain progress in the disarmament field. In 1991 
and 1993, they successively signed two treaties on 
reducing strategic weapons and decided to cut the total 
of nuclear warheads by two-thirds. Last May, the two 
countries simultaneously announced that they would no 
longer aim their strategic nuclear weapons toward each 
other. The two countries also adjusted the deployment of 
their nonnuclear forces in the light of the new situation 
in the post-“Cold-War”™ period. 


The progress was certainly a good thing for the people of 
all countries who used to suffer greatly from the “Cold 
War™ nuclear threats. However, it is naive to think that 
the world will be peacefv’ for ever. Facts show that the 
current task of nuclear disarmament remains extremely 
arduous and the nuclear threats against the people all 
over the world have not be removed. 


Even if the United States and Russia reduce their nuclear 
warheads by two-thirds in accordance with the Second 
Nuclear Disarmament Treaty, the remaining one-third 
of nuclear warheads can still destroy the world many 
times over. To date, the treaty has not been ratified by 
the legislature in esther of the two countries. Moreover, 
while cutting down on the quantity of their nuclear 
weapons, the United States and Russia are still inten- 
sively developing new-type nuclear weapons in order to 
get the upper hand in terms of weapon quality in the 
arms race. A more upsetting fact is that the United States 
and Russia have recently paid more and more attention 
to their compctition in the field of nuciear weapons. Ina 
recent report on nuclear policy, the Clinton administra- 
tion explicitly indicated that the United States would 
continue to pursue a nuclear deterrent policy and will 
include 2,500 major targets in the territory of Russia in 
the list of targets to be hit by U.S. nuclear forces in the 
future. At the same time, in the Russian Parliament and 
political circles, there are strong voices opposing the 
ratification of the Second Nuclear Disarmament Treaty 
on the grounds that it would eliminate the cream of the 
Russian strategic forces and tilt the balance of strength in 
favor of the United States. Russia also changed its 
original attitude and announced that it would give up tis 
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1982 promise “not to be the first to use nuclear weap- 
ons” in order to make its position on a par with that of 
the United States. These signs have deepened people's 
worries about another round of the arms race. 


During the Cold War, contending for nuclear superiority 
was always an important aspect of the U.S.-Soviet global 
rivalry for world hegemony. After the Cold War, the 
United States and Russia experienced a short “honey- 
moon™ and then entered into the “Cold Peace” condi- 
tion. Cooperation and confrontation coincide between 
the two countries. When they talked a lot about their 
“cooperation partnership,” they continued to keep a 
wary eye on each other and be on their guard against 
each other. This ts the main characteristic of their 
current relationship. Moreover, as the world is now 
developing into a multipolar pattern, although the eco- 
nomic factor holds a salient position in the race of 
comprehensive national strength between the various 
major powers, none of them neglect tie importance of 
military strength by one whit. In order to maintain iis 
Status as sole superpower and nuclear overlord, it 1s 
certain that the United States will not give up its nuclear 
superiority. While competing with the United States, 
nuclear weapons constitute a part of Russia’s important 
assets. In order to rebuild its position as one of the major 
powers in the world, Russia will be ready to keep this 
trump card at any cost. It seems that ‘he world disarma- 
ment vista will not be bright and the world wili continue 
to be overshadowed by the ominous spectre of nuclear 
threats. 


Year-End Article Details CPC's External Work 


11K0601104595 Beijing RENMIN RIBAO in Chinese 
27 Dec 94 p7 


[“Yearend Special Articles” column article by Zhong 
Yanwen (6988 1484 2429) of the CPC Central Com- 
mittee International Liaison Department: “Open Up 
New Vistas for External Work"’| 


[FBIS Translated Text] The world has witnessed myriad 
profound changes in 1994. Though detent has become 
the mainstream, hegemonism, power politics, and com- 
plicated contradictions still exist at the moment. While 
all sorts of political forces in the world have undergone 
disintegration and reorganization, many political parties 
also have witnessed drastic changes. 


Compared with the unstable and volatile situations in 
certain countries around the world, China has enjoyed 
sustained political stability and economic growth. China 
has proved to be a peaceful, stable, prosperous, and 
rapidly growing country in the world. The world has 
been watching China, and it hopes to know more about 
China and the CPC. 


Over the past year, the CPC has further enhanced 
contacts with political parties, especially ruling parties. 
in both neighboring countries and some Asia Pacific 
countries, continually and actively expanded exchanges 


This report may contain copyrighted material. Copying and dissemination 
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and cooperation with major political parties in devel- 
oping countries; further developed relations with major 
political parties in developed Western countries; and 
conducted more high-level exchanges with foreign polit- 
ical parties. Political parties in many foreign countries 
also have expressed willingness to further relations with 
the CPC. Leaders of some foreign political parties stated: 
Given the CPC's leading position in China’s social life, 
we must attach more importance to developing relations 
with the CPC, with an eye to strengthening relations with 
China. Others maintained: Developing friendly relations 
between two ruling political parties is definitely condu- 
cive to enhancing mutual understanding and friendship 
between two peoples, and is of great importance to 
promoting comprehensive relations between two coun- 
tries. It is for this reason that more and more countries 
now have come to take developing relations with the 
CPC as something crucial to developing relations with 
China. By the end of last year, more than 300 political 
parties in more than 120 countries in the world had 
established relations with the CPC. This year, political 
parties in more foreign countries have either established 
or restored relations with the CPC. Aside from main- 
taining friendly contacts with those Japanese political 
parties with which the CPC had established relations 
long before, the CPC also established relations with the 
Japan New Party. Malaysia was the first country among 
the ASEAN countries to establish diplomatic relations 
with China. This year, Malaysia's National Front, a 
coalition of ruling parties, became the first ruling party 
among those in the ASEAN countries to establish official 
relations with the CPC. The CPC also has exchanged 
visits with Paraguay’s ruling party, the Colorado Party, 
despite the fact that Paraguay is the only South Amer- 
ican country that has not established diplomatic reila- 
tions with China. Since establishing relations with Mau- 
ritania’s Democratic and Social Republican Party and 
Cyprus’ Democratic Rally, the CPC has started contacts 
with all ruling parties and major political parties in west 
Asia and north Africa. This year, the CPC has 

relations with France's principal ruling party, Rally for 
the Republic. This year, foreign political parties and 
organizations have dispaiched to China, upon invita- 
tion, more than 200 delegations composed of more than 
1,000 people. The four principles advocated by the CPC 
for governing relations between political parties are 
being praised by a growing number of foreign political 
parties with each passing day. As for external relations, 
the CPC has made redoubled efforts to develop relations 
with ruling parties, major political parties, and principal 
opposition parties in foreign countries, thereby creating 
a new type of party diplomacy. 


China has maintained political stability, enjoyed eco- 
nomic prosperity, and achieved monumental successes 
in reform and opening up, with the result that a large 
number of foreign political parties now have become 
interested in the CPC's successful experiences in state 
management and party building, and hope to learn from 
the CPC im this connection by virtue of more bilateral 
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exchanges. When meeting with the CPC delegations, 
Fidel Castro, first secretary of the Cuban Communist 
Party Central Committee, stressed time and again: 
“China’s adherence to the socialist road is of global 
significance.” The Vietnamese Communist Party leader 
noted: Vietnam can obtain beneficial inspirations from 
China's successful experiences and historical lessons. 
The Lao Communist Party leader stated: The CPC's 
explicit train of theoretical thought on reform and 
opening up is worth learning. The general secretary of 
the Cote d'lvoire’s Democratic Party praised the CPC 
for having successfully led the Chinese people in winning 
glorious national liberation victories and scoring tremen- 
dous national construction and economic growth suc- 
cesses, saying: What the CPC has done has set a good 
example for a large number of developing countries. 
Argentine President Menem, chairman of Argentina's 
Justicialist Party, stressed: China's successful experi- 
ences lie in the fact that China has a strong political party 
capable of cooperating with governments at ail levels and 
maintaining close ties with people in all walks of life. 
This is also, he noted, one of the important reasons why 
Argentina has scored many successes in recent years. The 
ruling parties in many countries also have sent delega- 
tions to China to learn about China's socialist market 
economy theories, principles, policies, and specific mea- 
sures, and to study China’s experiences in ruling party 
building, social order maintenance, and other aspects. 
They also have sent letters to China to inquire about 
relevant issues. As economic factors are becoming 
increasingly important with each passing day, a con- 
sensus has evolved that relations between the CPC and 
foreign political parties should contribute to Sino- 
foreign economic cooperation. Thus far, such relations 
have yielded some gratifying results in this regard. 


While the world wants to know more about China and 
the CPC, the CPC wants to know more about the world 
and foreign political parties. This year, the CPC has 
actively carried out external contacts. attached more 
importance to upgrading contacts with foreign political 
parties, and sent high-level delegations to foreign coun- 
tries, thereby scoring gratifying results. For instance, 
four central leaders—including Hu Jintao, member of 
the Political Bureau Standing Committee; Political 
Bureau members Wu Bangguo and Wei Jianxing: and 
Political Bureau alternate member Wen Jiabao—have 
led delegations to a number of Latin American, African, 
and neighboring countries, with an eye to enhancing 
friendship, strengthening cooperation, promoting peace, 
and pushing ahead with development. The ruling parties 
and principal opposition parties in those countries 
attached great importance to, and accorded high- stan- 
dard receptions to the CPC delegations. The high-level 
CPC delegaticns were received by heads of state of the 
DPRK, India, Bangladesh, Egypt, Syria, Cuba, the ROK, 
and other countries. The news media of these countries 
reported in great detail the important speeches delivered 
by the visiting CPC delegations. Comrade Hu Jintao’s 
visit to three Latin American countries added a new 
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chapter to relations between the CPC and the political 
parties of the Latin American countries. While on vaca- 
tion, the Uruguayan and Argentine presidents made 
special arrangements to meet with Corirade Hu Jintao, 
even though they usuaily receive no foreign visitors 
while on vacation. The Brazilian Government upgraded 
to official status an originally planned stop-over visit by 
Hu Jintao. Thanks to these high-level exchanges, the 
CPC succeeded in strengthening traditional ties, making 
new friends, promoting friendship, and expanding coop- 
eration. 

The CPC's external work over the past year shows that 
expanding contacts between the CPC and foreign polit- 
ical parties, especially between the CPC and foreign 
ruling parties, now has become a crucial component of 
the country’s overall diplomacy. The new international 
situation not only has enriched the connotation of party 
diplomacy, but aiso has openc.! up broad vistas for the 
CPC's external work. In the forthcoming new year, the 
CPC is expected to carry out external work more exten- 
sively, profoundly, and flexibly, as well as in more furms, 
$0 aS to cope with the complex and volatile giobal 
situation, and with the changes relating to political 
parties, make more friends, seek a more favorable inter- 
hational environment, and make more contributions to 
world peace and development. 


Northeast Asia 


ae Sees Continued Expanded Trade With 
apan 

HK0301074995 Beijing CHINA DAILY in English 3 
Jan 95 p § 


[By Gac Bianhua: “Hopes High For Rise in Trading 
With Japan™)} 

{FBIS Transcribed Text} Despite China's failure to 
reenter the General Agreement on Tariffs and Trade 
(Gatt) in 1994, the nation’s trade with Japan can con- 
tinue to expand in 1996, said a senior researcher. 


The forecast was made by Xu Changwen, director of the 
Japan Division at the International Trade Research 
Institute who predicted that bilateral trade will hit $50 
million in 1995. The imstitute is overseen by the Ministry 
of Foreign Trade and Economic Co-operation. 


In the first 11 months in 1994, China's trade with Japar: 


registered a 23.9 percent increase on the same period .: 
year ago to reach $40.43 billion. 


China exported $17.96 billion worth of goods over tie 
period and imported $22.47 billion worth with a $451 
million deficit on the Chinese side, according to statistics 
from the Chinese Customs. 


Xu toid China Daily that bilateral trade for the whole of 


1994 is expected to hit $45 billion, a record, compared 
with $39 dillion im 1993. 
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He said that trade expansion between China and Japan 
can count on many advantageous conditions. 


Firstly, Xu said, China in 1994 unified its dual-track 
foreign exchange system, further reduced tariffs and 
reformed the taxation system, which contributed to an 
increase in the transparency of the country’s foreign 
trade system making it more consistent witk interna- 
Secondly, China's economic growth in 1995 is expected 
to be around 10 percent and at the same time efforts will 
be made to curb inflation, develop agriculture and 
deepen reform of State-owned enterprises— ail these 
moves “will create favourable terms for further develop- 
ment of China's foreign trade, including Sino- Japanese 
trade,” Xu said. 

In addition, Japan's economy is expected to continue its 
recovery in 1995 and is likely to see a 2 percent growth 
compared with just | per cent in 1994. 


As a result, Xu predicted that the average annual 


exchange rate of Japanese yen aga:nst the US dollar will 
continue to keep its upward trend in 1995. 


Furthermore, he said, Japan is seeking to increase 
imports in a bid to relieve its trade frictions with other 
countries. 

As for the products traded between the two countries, Xu 
said, Japan's exports to China will predominantly com- 
prise machinery, electronics products, metals and chem- 
icals. 


Japanese siatistics show that 80 per cent of its exports to 
China were to the four above-mentioned sectors during 
January-October, 1994. 


“Japan's high-tech machinery and large range of equip- 
ment will continue to be needed by the Chinese market,” 
Xu said. 

Meanwhile, China's exports to Japan will continue to 
focus on processing products, including textiles, 
machinery and electronics products and chemical 
industry products. 

According to Japanese statistics, China's exports of such 
products in the first 10 months of 1994 accounted for 
more than 70 per cent of Japan's total imports from 
China. 


Xu predicted that food, especially organically grown 
vegetables. irinks, traditioral Chinese medicines, local 
and livestock products will also have “good export 
prospects” in 1995. 


‘Relaxation’ of Korean Peninsula Situation Viewed 


11K0501 124795 Beijing RENMIN RIBAO in Chinese ! 
Jan 95 pé 


[“Commentary” by staff reporters Zhou Bizhong (0719 
1801 1813) and Zhang Youxin (1728 0645 2450): “The 
DPRK-U.S. Agreement and the Situation in the Penin- 
sua”) 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permiss:on of the copyright owners. 
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{[FBIS Translated Text] The Korean peninsula experi- 
enced big ups and downs along a tortuous road in $994. 
On 21 October 1994, the DPRK and the United States 
reached a framework agreement on the nuclear issve in 
Geneva. On 17 December, however, a U.S. miliary 
helicopter intruded into the territorial airspace of the 
DPRK and was shot down by the DPRK People’s Army. 
This sudden event became a thorny problem between the 
two countries. Eventually, understanding was reached 
through negotiations. The U.S. side admitted its illegal 
entry into DPRK airspace and apologized for it, while 
the DPRK returned the dead pilot's body on 22 
December and released the captured pilot Hall on 30 
December. This event has reflected the general trend of 
a further-relaxed situation in the Korean peninsula, as 
the signing of the DPRK-U_S. framework agreement 
indicates that a major breakthrough has been made in 
relations between the two countnes. It will exert an 
impact on the situation in the Korean peninsula, because 
it has attracted people's attention from all sides and won 
universal approval from the international community. 


The situation im the Korean peninsula has been alter- 
nately tense and relaxed over the past few years. Since 
1992. the issue of the alleged development of nuclear 
weapons by the DPRK has gradually become a signifi- 
cant factor affecting the situation in the Korean penin- 
sula. At first, the United States adopted a policy that 
primarily applied pressure to the DPRK and called for a 
special inspection of the latter's nuclear facilities. Mean- 
while, the International Atomic Energy Agency [IAEA] 
also adopted a resolution to adopt sanctions against the 
DPRK, suspended technical assistance to the DPRK, 
and tried to exert pressure on the DPRK through the UN 
Security Council. All this elicited a strong reaction from 
the DPRK. It announced that it would replace spent 
nuclear fuel rods by itself, withdraw from the Nuclear 
Nonproliferation Treaty, expel [AEA inspectors, and so 
on. As a result, no substantive progress had been made 
after two rounds of high-level talks by the end of 1993. 
At the beginning of 1994. the United States proposed 
preconditions on the one hid and, on the other, decided 
to deploy “Patriot” mis ‘c -« the ROK, deliberated on 
staging U.S.-ROK joi. . «itary exercises again, and 
made further plans to apply sanctions againsi the DPRK. 
Regarding this, the DPRK issued a warning, saying: 
“Applying sanctions means declaring war.” 


In June 1994, a dramatic change took place in DPRK- 
U.S. relations. DPRK President Kim Il-song invited 
former U.S. President Jimmy Carter to visit Pyongyang 
and, through Carter, made an appeal to Clinton: Remove 
misunderstanding and build up trust. He also promised 
that if the United States pledged to reopen the DPRK- 
U.S. high-level talks on the nuclear issue, the DPRK 
would freeze its nuclear development program and allow 
the decelerated-graphite reactors to be replaced by !ight- 
water reactors so as to remove the Western countries’ 
“misgivings over nuclear weapons.” In the meantime, he 
also expressed willingness to hold summit talks with 
ROK President Kim Yong-sam in ery place and at uny 
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time. The resolute policy decision of President Kim 
Il-song brought about a favorable turn in the situation in 
the <orean peninsula. His proposal met with a favorable 
U.S. and ROK response. Shortly after President Kim 
I! song's death, the high-level talks between the DPRK 
and the United States were resumed. Thanks to the 
efforts of both sides, the above agreement was eventually 
signed on 2! October. 


Later, President Clinton wrote a letter to DPRK leader 
Kim Chong-il, assuring him of U.S. commitment to the 
implementation of the framework agreement. 


The fact that the DPRK and the United States have 
succeeded in reaching agreement on the nuclear issue 
after a long period of disputes signifies that the best way 
to resolve differences between nations is through nego- 
tuations. The issue of alleged nuclear development by the 
DPRK is, in itself, one in the category of politics and 
foreign aflairs, which can only be settled through dia- 
logue and consultation in accordance with universally 
acknowledged principles. Any attempt to apply sanc- 
tions or pressure by any country, no matter how large 
and powerful, will get it nowhere in the end. Achieving 
success in talks calls for reason and a spirit of realism, 
and the success in reaching the framework agreement 
between the DPRK and the United States precisely 
explains this point from both positive and negative 
aspects. 


The development from tension to relaxation of the 
situation in the Korean peninsula accords with the 
interests and aspirations of the entire sation in the 
peninsula and conforms to the world trend of peace and 
development. Pertinent contents of the DPRK-U.S. 
frarnework agreement are being studied and carried out, 
and the issue of setting up liaison offices in each other's 
capitals has been placed on the agenda. This is one of the 
most spectacular events since the end of the Cold War. 
With the framework agreement put into effect, a new 
situation will probably emerge in the Korean peninsula, 
which will certainly produce a momentous impact on 
DPRK-Japanese relations and DPRK-Russian relations, 
as well as on nonh- south relations in the Korean 
peninsula. The signing and implementaion of the 
DPRK-U.S. agreement have created conditions for 
establishing a nuclear-free zone in the peninsula, and will 
contribute to pushing the situation toward peace and 
stability. 


However, it will take a very long time to carry out the 
framework agreement, as its contents involve many 
issues apart from the nuclear issue and include many 
clauses in the areas of politics, economics, foreign 
affairs, and so on. Furthermore, complications will inev- 
itably arise in implementation. People hope that all 
parties concerned will continue to work hard through 
constrzctive dialogue and consultations with a view to 
gradaally resolving the existing problems in various 
areas and giving impetus to a sustained and healthy 
development of the situation in the peninsula. 


This report may contain copyrighted material. Copying and dissemination 
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Political & Social 
Namelist of 49 Activists Barred From Entering 
China 


11K0601082095 Hone Kone LIEN HO PAO in Chinese 
6 Jan % pi 


[Dispatch by LIEN HO PAO correspondent Tseng Hu- 
yen (2582 1979 3601) in New York: * Guangdong Fron- 
tier Defense Puts 49 People on Blacklist, Denies Them 
Entry to China™] 


{[FBIS Translated Text] New York. 4 Jan—BEUING 
ZICHUN [BELIING SPRING]. a pro-democracy journal 
published in New York. recently obtained a “black list™ 
used by the Guangdong Frontier Defense Burcau to 
restrict the entry of 49 “personnel from reactionary 
organizations.” This newspaper has been given priority 
to publish the list. which 1s divided into three categones 
of people according to “method of handling.” The first 
category lists 19 people. mmcluding Yan Jiaqi and Char 
Ling. who are on the wanted list on account of the [989 
pro-democracy movement: the second lists 11 people 
including Wang Bingzhang. Hu Ping. and Xu Bangtar: 
the third lists 19 people including Xu Jiatun [former 
director of XINHUA Hong Kong Branch], Fang Liz 
and Wang Ruowang. However, the persons aamed do 
not understand the classification method and handling 
criteria of the lists. 


Those Who Fled Country Following 4 June Incident To 
Be Detained Immediately 


Officially called a “Detailed List of 49 Personnel of 
Reactionary Organizations Outside the Border To Be 
Kept Under Strict Control.” the list is divided into 
“serial number™; “name”, “sex”, “date of birth”: “kind 
and number of document”, “document expiry date™: 
“whether or not on wanted list™; “border control date. 
communication number, and term of validity”; “photo 
(separaicly listed as ‘yes’ or ‘no')"; and “method of 
handling” in their proper order. This reporter contacted 
a few persons named on the list to verify the dat, in the 
list, such as passport number and date of bir'h, and 
found them basically correct. 


Those in the first category, 19 im all, were all on the 
wanted list in the wake of the 4 June Incident in 1989. 
They are (according to the serial numbers on the list): 1. 
Yan Jiagi: >. Chen Yizi, 3. Wan Runnan, 4. Su Xiao- 
kang; 5. Wuer Kaixi: 6. Chai Ling: 7. Liang Qingtun; 8. 
Feng Congde: 9. Wang Chaohua; 10. Zhang Zhiqing, 11. 
Zhang Boli, 12. Li Lu; 13. Yue Wu; 14. Zhang Gang: 15. 
Yuan Zhiming: 16. Wang Runsheng, |7. Chen Xuan- 
hang: 18. Zheng Yi, and 19. Lu Jinghua. 


The list lays down the method of dealing with people in 
the first category as follows: “In line with the relevant 
spirit of the central authorities, if such a person 1s found 
to enter the border, he or she should be mmmediately 
detained for examination and dealt with according to the 
law.” 
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The second category. 1! people in all, includes: |. Wang 
Bingzhang, 2. Hu Ping. 3. Xu Bangtai, 4. Han Lianchao, 
5. Cao Changaing. 6. Liu Yongchuan; 7. Liu Binyan; 8. 
Han Dongfang: 9. Xiong Yan; 10. Zhao Pinlu; and !1. 
Cheng Kai. Of these, Han Dongfang. Xiong Yan. and 
Zhao Pinlu were placed on the wanted list after the 4 
June Incident. The difference is that, while Han was later 
arrested and left the country with a Chinese passport 
after his release from prison, Xiang and Zhao fled the 
country. 


Xu Jiatun’s Name Is on the List 


The method for dealing with people im the second 
category is: In line with the relevant spirit of the central 
authorities, if such a person is found to enter the border. 
he or she should be prevented from entering the border 
and ordered to leave immediately. 


The third category. 19 persons in all, includes: 1. Fang 
Lizhi, 2. Li Shuxian, 3. Yu Dahai; 4. Wu Fan; 5. Ni 
Yuxian; 6. Yao Yueqian; 7. Tang Guangzhong, 8. Guo 
Luojy:; 9. Wu Hongda; 10. Shen Tong: 1!. Wang 
Ruowang, |2. Feng Suying, 13. Liu Qing; 14. Xue Wei; 
15. Chen Jun: 16. Yang Jianh, 17. Zhao Haiging, 18. 
Zhu Jiaming: and 19. Xu Jiatun. Of these, Fang Lizhi 
and his wife Li Shuxuan were once on the wanted list. 


The meth<a for dealing with people in the third category 
1s: In eae with the relevant spirit of the central authon- 
ties, if such a person is found to enter the border. he or 
she should be dealt with according to the circumstances. 


The list shows that the CPC has an intimate under- 
standing of overseas dissidents and pro-democracy activ- 
ists. as shown by the listing of their pseudonyms and 
aliases. Apart from Yao Yuegian, who ts presently living 
in Japan, aad Wan Runnan, Yue Wu, Feng Congde, 
Chen Xuanliang, and Wang Runsheng, who live in 
France, all the rest are currently in the United States. 


It should be pointed out that the number of people 
barred from entering the border is far more than the 49 
people cited above. For example, the “black list” does 
not include noted dissident poet Be: Dao who was barred 
a to China in November 
] , 


Classification Criteria Hard To Understand 


It 1s not known what criteria were used to classity people 
in the second and third categories. For example, Warg 
Bingzhang. Hu Ping, and Xu Bangtai, “bad ringleaders” 
of reactionary organizations, are among the 11 people in 
the second category, Yu Dahai, Wu Fan, and Xue Wei, 
former leaders of the “reactionary organization” Alli- 
ance for a Democratic and United China, are listed in 
the third category. It is hard to understand why Liu 
Binyan, who was named by the CPC as a “prominent 
figure” in the move against bourgeois liberalization, is 
lrsted in the second category. while Fang Lizhi, who the 
CPC hates most, is included ir the thy d category. The 


This report may contain copyrighted material. Copying and dissemination 
1s prohibited without permission of the copyright owners. 


F BIS HI-94-004 
6 January 1995 


case of Han Donelang, who 1s listed m the second 
category, 1s similar to those of Guo Luojyi, Wang 
Ruowang and his wife Feng Suying (Yang Zi), as well as 
Liv Qung, who are in th: third category. in that they had 
veen imprisoned and, after their release from prison 
after the 4 June incident, legally lefi the coun.ry with 
Chinese passports. They are all a real headache for the 
CPC. 


Moreover, 1 1s also hard to understand why Liu Yong- 
chuan and Han Lianchao are listed im the second cate- 
gory and Zhao Hasqing is listed in the third as all of them 
are former presidents or vice presidents of the All- 
Ameria Autonomous Federation of Students and 
Scholars and why they are not inciudr’ * same 
category” 


stowever, the fact that Han Dongfar u Jinhua, and 
Ni Yuxsan were expelled when the rod wo the 
mainland probably verifies the genuinen.... vs the “black 
list.” 


Shanghai Human Rights Activist Jailed for Tax 
Evasion 


11K0601091595 Hong Kong AFP in Exzlish OBS& GMT 
6 Jan 9S 


[BIS Transcribed Text] Shanghai, Jan 6 (AFP)—A 
Shanghai human rights activist has been sentenced to 
three years’ jail for allegedly evading taxes, his mother 
said Friday. 


Huang Daovhen, 65, said she was informed a ound 
Christmas last year of the sentencing of her 38-year-old 
son, Dai Xue7vhong, who was arrested in May last year in 
a sweep on political dissidents. 


“They took him away on My 3. I didn't even know, 
because | was sleeping,” Huang said. 


Dai was a member of the Shanghai-based Chinese 
Human Rights Association. 

He was detained in Shanghai along with his younger 
brother, who was rcleased after several days. 


Further on Jailed Activist 


11K0601094195 Hong Kong AFP in English 0931 GMT 
6 Jan 9S 


{[FBIS Transcribed Text] Shanghai, Jan 6 (A®P}—A 
Shanghai human rights activist, Dai Xuezhong, has been 
sentenced to three years’ jail for allegedly evading taxes, 
hrs mother said Friday. 


Huang Daozhen, 65, said she had been informed around 
Christmas last year of the sentencing of her 38-year-old 
son, <ho was arresied cight months ago in a sweep on 
political dissidents in Shanghai. 


“Tiey took him away on May 3. I didn't even know, 
because | was sleeping,” Huang said. 
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Dai, a member of the Shanghai-based Chinese Human 
Rights Association, was detained along with his younger 
brother, who was released after several days 


Two months carlicr, on March 4. Dai was briefly held in 
connection with the visit to Shanghai of US. Assistant 
Secretary of Scate for Humanitarian Affairs John Shat- 
tuck. 


Dai served a three-year reeducation-through-labour sen- 
tence for his activities as the Shangha: leader of citizens 
supporting the 1989 pro-democracy movement. 


He was allegedly tortured so badly mm prison that he is 
still partially drsabled. 


After his release, Das sct up a wholesale business dealing 
in hquor and beverage and was downg very well until he 
was re- arrested. 


He took part in a democracy salon that met regularly m 
a Shanghai park and he also worked to help victims of 
the 1989 crackdown 


Huang sard her son was locked up om Putuo, north- 
western Shanghai. but would be unable to sce him until 
10 days’ tine. 


“My health ts not good | am afrand when I see him, 1 will 
not be able to take 1 avd fall Wl” che sard. 


Shanghai authorities sentenced without trial four other 
diseadents detained in the May-June swoop to three years 
im reeducation camps 


A.cong them were Yang Zhou, the spokesman for the 
Chinese Human Rights Assocation. and Bao Ge, an 
active Campaigner for war repaiotvons frora Japan, who 
was refused permission late last year to perform funeral 
rites for hrs father. 


Chinese-Australian tusinessnian Held Without 
Charges 


11K0601065695 Hong Kone HONGKONG STANDARD 
in English 6 Jan 95 p § 


[By Rontia Wisniewsk:) 


[FBIS Transcribed Text] The Chinese-Australian busi- 
nessman James Peng, continucs to langursh mn a Chinese 
prison seven weeks after prosecutors farled to produce 
sufficient evidence to convict his, on corruption charges. 
Peng’s wife, Lina, saod yesterday that her husband had 
been told chat the charges against him had been rejected 
by the court but that he would not be released, Peng has 
been in jail in Shenzhen for more than a year after being 
abducted from a Macao hotel in Oct »ber 1993. 


Charges of corruption were officially made against him 
on 16 November last vear, several weeks after the 
criginal set of charges was rejected by a Guangdong 
cou 7. Mrs Peng said that when her husband was told 
that the second sct of charges. which was allowed by the 
court, had also been reyected but he had not been 
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released, he was “very angry.” “He said: “If you find 
something to charge me with, please do. But if you 
cannot find anything to charge me with, you should 
release me now,” she said. 


*Wang Meng Discusses ‘Third Eye’ 


9SCMOO8SA Beijing DUSHU [READING] in Chinese 
No 9, Sep 94 pp 25-31 


[Article by Wang Meng (3769 5536): ““Leninger’ And 
His Eye™} 


[FBIS Translated Text] A strange book is being circu- 
lated and widely discussed lately. The name of the book 
is Viewing China Through A Third Eye. The cover and 
the copyright page say it was written by Leninger (of 
Germany) and translated by Wang Shan [3769 1472] and 
published by Shanxi -cople’s Publishing House. This 
book discusses some of China’s prominent problems 
today, including its political and economic situations, 
the future of its reform and opening up, and its various 
urban and rural social problems. This book has been 
warmly applauded in some quarters and has received 
critical acclaim from some journals. According to the 
book's own introduction, it “strives to find the ratio- 
nality in coniemporary China's social life and political 
structure by studying the history of the Chinese people's 
revolution and the natural process of development of its 
society, and it discusses the direction of its future devel- 
opment and the evolution of contradictions and conflicts 
in concrete forias.” “By using the ‘third eye,” it implies 
that the author is unwilling to duplicate the Chinese 
people's own stand, but he also tries vigorously to 
distance himself from the traditional viewpoints that are 
hostile to China, and in turn he delivers an orderly 
summation to many of China’s practical problems.” 


The book touches on many issues; most go beyond the 
realms familiar to this writer, and so | am not prepared 
to comment on the whole book and I am even less 
prepared to make a summary value judgment. | am only 
going to write down some of my own miscellaneous 
feelings. 


Some of the views expressed in this book are indeed 
unique. For example, his assessment of China's reform 
may serve as a warning to us. On page 246, he says, “This 
kind of social body that is made up of the majority 
members of society basically asks or prefers social 
changes to do two things. One is that the changes be 
ideal, and the other is that they produce quick profit and 
immediate success; people want immediate results.” 
These two are excellent points. He goes on to say, “If the 
above two requirements are not met, the alliance for 
reform between the ruler and the underclass social 
members will risk collapsing.” His words hurt our ears, 
but his warning 1s well-founded. We should take it like 
bitter medicine for our own good. He further warns that 
“in pandering to society, impractical reform slogans are 
often proffered. These imaginary goals only further stir 
the people’s crazy ideas that bring drastic changes for the 
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worse to the country’s and society's reform.” Except for 
the last sentence, | applaud this conclusion. It coincides 
with my own viewpoint. In other words, we should not 
blindly follow idealistic propaganda that are totally 
impractical. Being too idealistic—inculcation of Uto- 
pia—ultimately is self-defeating like checking one’s own 
mate in a chess game, because one will never reach one’s 
overblown expectations, leaving one in a state of embar- 
rassment. 


But it is one thing to point out the risks of reform, the 
dangers of mass participation, and the symptoms of the 
spread of social ideologies during the transitional period 
so as to prevent muddled thinking from causing great 
confusion. But it is something e‘se to simply reject 
reform and mass participation. The passage begins in 
this way: “Reform can lead to disaster. Besides being 
influenced by international trends, being somewhat reck- 
less, and being initiated by people in power and therefore 
is tainted by subjectivity, the most scary reason is its 
mass nature.” 


There are several questions one must ponder: 


1. Of course reform can lead to disaster. But what about 
no reform? Will there be peace on earth and iron-clad 
stability without reform? This is like treating a disease. 
The wrong medicine can lead to bad results, and there- 
fore it is proper to remind people to! » careful about the 
medicine they take. But should they refuse medication? 


2. Up to now, has China’s reform been “blindly influ- 
enced” by international trends? Is our society so inca- 
pable of choosing what international trend it wants to 
follow despite the benefit of more than a century of 
historical facts? Is the influence of international trends 
negative or basically negative? If so, can we raw the 
conclusion that we will be better off and less “blind” if 
we just restore the “mighty Qing Dynasty”? 


3. Mass participation is “disaster” and ruler-initiation is 
tainted by subjectivity. What are we to do? Are we stuck? 
Should China's decade-old major reform be considered 
subjective or disastrous? Can we come up with a kind of 
reform that links the leaders and the masses and is 
democratic but also centralized? Is the author, in his 
brilliant, non-populace wisdom, advocating reform, or is 
he rejecting reform? 


The eye in this book is indeed intriguing. 


The author's idea about intellectuals is even more 
unique. On the one hand, he uses the language of 
Western politicians when he says, “China’s young intel- 
lectuals started several solemn and stirring clashes,” but 
on the other hand, he also says, “The struggles of China's 
intellectuals have never given impetus to the democratic 
process in society,” and “it is they who moved the bricks 
and stones to build the walls that imprison them.” Is he 
criticizing the intellectuals, or is he criticizing China's 
social system or historical traditions? In that passage, the 
author also says, “During the Cultural Revolution, even 
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though the intellectuals had the opportunity to fully 
express their opinions and clamor for democracy. . 
This is a very interesting view of the Cultural Revolution 
as a happy experience. Obviously, this is closer to the 
Red Guard's experience than that of the true intellec- 
tuals. It is not difficult to detect the smell of the familiar 
Cultural Revolution brand of “democracy.” This smell is 
also present in the attitude this book expresses toward 
people like Peng Dehuai. 


This book analyzes the events in 1957 in the following 
way: “China's intellectuals’ “cheapness* was in full 
display at this critical moment. When a man smiles at 
you, you begin to flirt with him or even pinch his cheeks. 


It is hard to believe that a German would be so blatant in 
using this kind of sexist language in an analogy, and this 
German's language is even more Chinese than many 
Chinese today—and that is not even today’s Chinese but 
the archaic Chinese of the likes of Ming Dynasty. The 
translator's classic vulgarity (not elegance) also makes 
one suspicious. He must be one of the greatest Chinese 
translators today! Even Lin Shu, if he could be resur- 
rected, would not be his match. We will come back to 
this issue later. The book’s criticisms of Chinese intel- 
lectuals—“They basically are an immature social group, 
and politically, they are as naive as street urchins” — 
prompt one to wonder what standard the author uses for 
measurement. Does the intellectuals’ value or mission lie 
in their political maturity or their maturity as a social 
group? Based on such a standard—we should call this the 
standard of “‘power-ology” or even “‘emperor- 
ology” —intellectuals of few if any country would score a 
passing grade. Intellectuals are known for their knowl- 
edge and not political acumen. We respect knowledge; 
the guiding principle of respecting talents is better than 
the guiding principle that debases, persecutes, and 
defiles knowledge and talents, because the former gives 
more play to the positive roles of knowledge and talents 
in modernization and social progress, and the latter, if 
developed to extreme—such as in the Cultural Revolu- 
tion—can cause the nation to move backward and create 
cultural and educational deserts. There is probably no 
need to go into profound principles here. 


In assessing the class struggle in 1957, this book no doubt 
has exaggerated the strength of the enemy. Whether it 
was Stalin or anybody else, overestimating the enemy 
was the theoretical basis for escalating class struggle. On 
this point, not only are our memories still fresh but our 
hearts are still full of fear. Both China and the Soviet 
Union are huge, and both have had socialist and Com- 
munist Party-led class struggles. There is nothing strange 
about this. But the question is, was 1956-1957 truly a 
period when “dark clouds loomed over the doomed 
city”? The author’s thesis is that “in 1956-1957, Chinese 
intellectuals who showed no understanding of the time 
and showed no consideration for the general interest 
slaughtered themselves. All the problems or the primi- 
tive causes boiled down to this immature group itself.” 
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This thesis goes even beyond the CPC leaders’ own 
explanation. We don’t even have to cite the resolutions 
of the Sixth Plenary Session of the Eighth Party Central 
Commitiee. Because they were “immature,” they 
“slaughtered themselves.”’ The arrogance, and the blood- 
iness, of this thesis is unheard of. And “no understanding 
of the time” and “no consideration for the general 
interest”—I am surprised by the translator’s pure Chi- 
nese style. One wondeis what German words can express 
these idiomatic phrases and concepts so typically Chi- 
nese. This must be a new breakthrough in German 
translation. From the point of translation alone, this 
book is indeed amazing. 


The author also discusses international strategic situa- 
tions extensively in the book. His theme of non- 
intervention in Chinese affairs is no doubt substantive 
and gratifying, but he also talks implicitly or explicitly 
about the “intense conflict between China and the inter- 
national society.” He says that countries that pose a 
threat to human destiny exhibit four qualities, and China 
happens to have all four: “Extremist ideologies; financial 
bankruptcy caused by illog:cal economic policies; 
undemocratic political structure and decision-making 
style; and dissatisfactory human rights conditions.” It is 
not known if this viewpoint is related to what the 
translator stated as “traditional Western viewpoints that 
are hostile to China” in the “Statement of Publication.” 
Although his thesis is that “we must understand China,” 
which is good because it is a mild and neutral stand and 
nobody can object to it, the alarmist nature of the entire 
discussion is still very scary. It is just that in this context, 
he is using some hodgepodge Western viewpoints and 
languages. Furthermore, I do not know why, but the 
more I read, the more I feel that he is trying to remind 
the West to be aware of the “threat China poses.” Who is 
trying to confuse whom? 


One can sense the author’s partiality toward Chairman 
Mao’s theory on the “bourgeoisie within the Party.” The 
Red Guards who fiercely defended Mao Zedong 
thoughts could use this theory to conquer all. Western 
anti-communist prejudice can similarly make good use 
of this idea and interpret it to be the same thing as the 
“New Class Theory” put forth by Djilas of Yugoslavia a 
long time ago. Of course, to ignore this issue is not an 
option for people of insight. Even Chairman Mao 
brought up the same issue once. Can we ignore or 
dismiss it with a few angry words? 


After discussing the process whereby Mao Zedong for- 
mulated his idea on socialist class struggle, on pages 
154-155, the author says, ““) he person who decided the 
rise and fall of officials was Mao Zedong, and he was by 
no means a feudal lord. What influenced him on the 
selection of officials was the increasingly strong hidden 
concern in his head—that high-ranking CPC officials 
inevitably would become the antithesis of the people.” 
The author believes that Mao further developed Lenin's 
idea that small producers spontaneously gave rise to 
capitalism everyday, everywhere, and that Mao believed 
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that these small producers “could join the rulers who had 
special power in the Party.” On pages 158-159, he says 
that this thesis is similar to another put forth by “West- 
ern scholars” based on a different point of departure. 
Beginning on page 164, the author argues that Mao 
Zedong’s thesis that “bourgeoisie exists in the Commu- 
nist Party” was a “complex mathematical problem,” and 
it has already been proven wrong, but it was not “wrong 
from the start”; it has its own profoundness. Historical 
experiences sometimes require repeated studies and re- 
examination. The author hears “Mao Zedong’s voice” in 
some contemporary leaders’ anti-corruption and anti- 
peaceful-evolution speeches. On this topic, his wording 
can be considered reserved and his intention good. 


What is more interesting is his discussions about the 
peasants and the intellectuals. 


The author believes that in the early days of the founding 
of the nation, “the CPC, acting like parents, faced a 
difficult choice: To appease the peasants, they must slow 
or even abandon industrial constructions; but to accel- 
erate industrial construction, they must exploit the peas- 
ants.”’ These are indeed alarming words that make every 
commoner break out in a cold sweat. He goes on to say, 
“What should be lauded is that almost all high-level CPC 
cadres—except for Marshal Peng Dehuai who was 
known for his stubborness—agreed to abandon the peas- 
ants and engage in nationwide industrial production.” 
The author claims that Mao's industrial policy kept the 
peasants shackled to the land but the result of reform set 
the peasants free. The author quotes a university profes- 
sor’s words in saying, “Survival is the bottleneck. When 
we struggle for survival, the devil is kept in the bottle. 
Today, the bottleneck is broken, and the devil is freed.” 


The author asks, “What does the devil refer to? Is it the 
peasants, or is it the peasants’ greed and their urge to get 
rich?” 


The author goes on to say, “Tt. success of economic 
reform has brought political w« ries.” He warns about 
the waves of drifters, the crime aves, the collapse of the 
rural grass-roots political powe: and so on. His warnings 
are not aimless, but his attitud ; toward the peasants and 
his treatment of Peng Dehuai whom he regards as 
representing the peasants still send chills up one’s spine. 


It is important to know that this kind of superman-like 
viewpoint exists. On page 60, after relaying various 
negative aspects of reform—such as how the peasants 
will ruin the productive forces, the author simply asks, 
“Thus, there is another thought: What if we let the 
peasants starve for a few more years?” 


Before superman, the peasants indeed can ontly tighten 
their belts and shiver. 


It seems that in the author's opinion, to subdue the devil, 
the people must be put on the lifeline to struggle long and 
hard for survival, but the lifeline is actually a death-line, 
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and once they break free of this line, the devil will make 
his move. How can you not be afraid? 


I don’t know if it is fair to say the following: The result of 
reform is to ruin rather than release the productive 
forces. 


Then will the policy to make the people rich or will the 
policy to starve the people be more conducive to devel- 
oping th: productive forces? If the road to industrializa- 
tion can be paved by starvation, then why bother with 
industrialization? 


I am not an economist. My ideas are bound to be too 
common, too crude. I only hope that those experts who 
so admire this book can enlighten me on this issue. At 
the same time, | feel that while the author of this book 
appears to be a great admirer of Mao Zedong, his 
superman and strong-man political views are definitely 
very different from Mao’s. Such theory may easily be 
interpreted as “the people's antithesis.”” When talking 
about “the bourgeoisie wi/iiin the Party,” the author 
appears to be pro-populis'n, but when he discusses the 
peasants, he appears t be using a different set of 
references. 


I do not intend to c itique the entire book. That is 
beyond my ability and .nterest. I just do not want to hide 
my feelings of excitement and great admiration at times 
and quandary and even absolute terror at other times as 
I read this book. The more I read, the more scared I 
become. 


This book has a unique style: (i) It speaks frankly and 
covers a lot of ground; (ii) its language is shocking and 
intends to shock; (iii) its wording is precise and to the 
point and arouses strong feelings; (iv) in places, it is very 
profound (which suits its partially profound or pro- 
foundly partial theme); (v) in other places, it skirts the 
horizon and flies into the space yonder and bears down 
on one with the weight of Mount Taishan; (vi) although 
some Western-style languages are used, overall, it is very 
Chinese and has a Chinese-style fluidity to it. 


Rather than saying that this is the writing style of a 
German who typically emphasizes deep thinking, loves 
sciences, and prefers the abstract, it seems more appro- 
priate to think that it is the bold, dark-he:se-style of a 
young upstart of our own nationality. 


Some comrades wept for this book, treating it like a 
national treasure. Obviously, this “German scholar” has 
spoken what they cannot say. Good. Even from this 
point alone we should value this book and the view- 
points it expresses; we should value everything stated 
explicitly and implicitly and pay attention to all real and 
actual problems pointed out in this book. Closing our 
eyes is not the right thing to do. Although the book tends 
to exaggerate, to a great extent, it contain serious mat- 
ters. The difference between reform and no reform is 
that reform allows criticisms. If the power politics and 
conservative politics the author subscribes to were the 
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mainstream, and had we not gone through more than a 
decade of reform, then we would condemn this book for 
treason and heresy, and the author or the translator 
might have ended up “killing” themselves. 


This book itself is “initiated” by the reform; it is a 
breakthrough of the “bottleneck,” and we cannot even 
say that it is the devil. 


This is a strange book. It is a strange publication. Even 
stvanger is, who is the author? 


In the publisher's statement, the translator who calls 
himself Wang Shan writes, “Dr. L. Leninger (August, 
1953) is the most influential China expert in Europe 
today. Since the 1980’s, he has published a series of 
works on China’s situation and on its national political 
structure. His viewpoints have been regarded as the most 
important theoretical basis for the European Commu- 
nity’s Oriental policies.” 


Then Mr. Leninger should be fairly well-known. At least 
among Sinologists and China experts, his name should 
be a household word, and he should be world-renowned. 


I have inquired among leading German Sinologists 
about this. They are all puzzled. First, a well-known 
German Sinologist working in the same field should be 
rubbing shoulders with them everyday, but no one has 
heard of him until today. If he has published other 
works, why have they never come across any so far? A 
leading member of a German cultural and educational 
organization in Chinu said he had formally asked his 
people back home to look into this author and his book, 
but after searching through the computer system, they 
had no such person and no such book on file. He said 
that at least he was certain that this book, supposedly 
written by a German, had no German edition. He 
wondered if a Chinese had not written it himself and 
falsely attributed it to a German. 


Nothing strange happened last year; strange things are 
happening this year. Strange. Look at the Chinese edi- 
tion. It does not print the original book title or the 
original publisher or even the author’s name in its 
original language (is his name “Leninger’’?) These 
should never have been omitted according to usual 
practice for translated books. Especially today, when 
intellectual property rights are being heavily empha- 
sized, such information would not be omitted if only to 
differentiate it from pirated copies. Academic solemnity 
also requires these information. Reading the original 
work is important to scientific studies. Without the 
original text, may I ask, how did Shanxi People’s Pub- 
lishing House check the manuscript? Was it a technical 
error? Did the author never publish his work in German? 
Who in fact is the author of this book? I would appre- 
ciate it if the book’s publisher and translator could 
clarify this matter for those who love to read and for my 
own purpose. If indeed it was due to the lack of knowl- 
edge on my part and that of my German Sinologist 
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friends, then I am willing to apologize openly to Mr. 
Leninger, Mr. Wang Shan, and the Shanxi People’s 
Publishing Housc. 


Please give us an explanation. 


(Viewing China Through a Third Eye, written by 
Leninger, translated by Wang Shan, published by Shanxi 
People’s Publishing House, March, 1994. 6.80 RMB) 


German Reporter Interviews Qiao Shi 


11K0601102695 Beijing XINHUA Domestic Service in 
Chinese 1246 GMT 5 Jan 95 


[FBIS Translated Text] Beijing, 5 Jan (XINHUA)—Qiao 
Shi, chairman of the Standing Committee of the 
National People’s Congress [NPC], was interviewed at 
the Great Hall of the People today by Peter Seidlitz, 
resident Beijing correspondent of Germany’s COM- 
MERCIAL DAILY [SHANG BAO 0794 1032], and 
answered his questions about China’s legislative work, 
political structural reform, and anticorruption work. 


Qiao Shi said: In order to meet the needs in the devel- 
opment of the socialist market economy, the Eighth NPC 
Standing Committee formulated its legislative plan, 
quickened the pace of legislative work, and set out the 
target of building up the framework of the legal system 
for the socialist market economy within its tenure of 
office. Over the past year or more, the NPC and its 
Standing Committee have enacted 3! laws and have 
formulated 15 sets of supplementary regulations on 
some legal issues, including 21 concerning the market 
economy. While attaching importance to economic leg- 
islation, the NPC and its Standing Committee always 
attach great importance to political legislation, and they 
play an active role in promoting the development of 
socialist democracy. The PRC Constitution enacted in 
1982 gives full expression to the guarantee of the basic 
rights of citizens, and also gives expression to the reform 
of the leadership system in our country. The NPC and its 
Standing Committee enacted the NPC Organic Law, the 
Organic Law of Local People’s Congresses and Local 
People’s Governments at All Levels, the Election Law of 
the NPC and the Local People’s Congress at All Levels, 
the Organic Law of the State Council, the Organic Law of 
the People’s Courts, and the Organic Law of the People’s 
Procuratorates. Thus, the constitutional principles on 
the state organs were consolidated by the concrete and 
special laws. The NPC and its Standing Committee also 
formulated the General Rules on Civil Law; the Crim- 
inal Law; the Criminal Procedure Law; and the Law on 
Rallies, Parades, and Demonstrations—all of which 
played a great role in guaranteeing citizens’ personal, 
property, and political rights. The NPC and its Standing 
Committee also enacted the Law on Protecting the 
Interests of Returned Overseas Chinese and the 
Domestic Relatives of Overseas Chinese, the Law on 
Protecting the Handicapped, the Law on Protecting 
Minors, and the Law on Protecting the Rights and 
Interests of Women. In particular, China established the 
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administrative procedural system and the state compen- 
sation system through iegislation within a very short 
period of time. Thus, new steps were taken in promoting 
the building of the democratic political system and 
protecting citizens’ legitimate mghts and interests. 


Qiao Shi said: The NPC and its Standing Committee 
attach great importance to the implementation of ‘3ws 
after their enactment, and they make effor. to 
strengthen supervision over law enforcement work. We 
particularly organized NPC deputies and the members of 
the NPC Standing Committee to inspect the enforce- 
ment of laws in various localities. In the second half of 
last year, the NPC Standing Committee dispatched eight 
inspection groups to examine the implementation in 
eight provinces of the Law on Agriculture, the Law 
Against Unfair Competition, the Law on Protecting the 
Rights and Inierests of Consumers, the Law on Product 
Quality, and the decision on punishing those who pro- 
duce and sell counterfeit and shoddy goods. Good results 
were achieved in these inspections. Qiao Shi pointed out: 
In the 16 years since the beginning of reform and 
opening up, China has attached great importance to 
legislative work, and has greatly changed the previous 
situation in which laws were not prepared well. Now, 
many things can be handled in accordance with the 
established laws. In the future, while continuing to attach 
importance to the legislative work, we will pay close 
attention to the strict enforcement of established laws, 
and will seriously solve the current problems in some 
localities of not acting according to the law and not 
enforc.. ~ the law strictly. 


When the reporter asked how China would advance its 
political structural reform, and whether the people's 
congress system also would be reformed, Qiao Shi said: 
It is our constant policy to actively advance the political 
structural reform and to build socialist democratic poli- 
tics with Chinese characteristics. The process of devel- 
oping the socialist market economy is also the process of 
developing socialist democratic politics. The two sides 
complement each other and develop harmoniously. Of 
course, our political structural reform must be carried 
out in accordance with China’s actual conditions, and 
must be carried out in an orderly way, so that it will fall 
into line with the general goal of reform, development, 
and stability in our country. 


Qiao Shi pointed out: In the 16 years since the beginning 
of reform and opening, positive results have been 
achieved in China's political structural reform. An 
example was the reform of the electoral system, begin- 
ning from the enactment in 1979 of the Election Law of 
the NPC and the Local People’s Congresses at All Levels. 
According to this law, candidates first are nominated 
from lower levels upward, and then from upper levels 
down, in a fully democratic way. In the course of 
nominating candidates, the CPC, the democratic parties, 
various people’s organizaticns, and any electors or dep- 

1s long as they have sufficient people to second 

mination) may nominate candidates. Second, in 
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the past, the number of candidates was equal to the 
number of people to be elected, and this method has 
been replaced with the method of nominating a larger 
number of candidates than the number of people to be 
elected. Third, the scope of direct elections of people's 
deputies was extended to the county level from the 
township level in the past so that the people were able to 
exercise more effective supervision over the county-level 
state organs and their staff. 


Qiao Shi said: China has carried out poli**cal structural 
reform in many aspects, and an important aspect is to 
consistently pursue the people's congress system. In the 
past 16 years, the people's congress system has continu- 
ously improved and strengthened, and the functions of 
the NPC Standing Committee have been expanded 
appropriately. For example, it can formulate and revise 
laws, in addition to those formulated by the NPC. 
Members of the NPC Standing Committee no longer 
concurrently take positions in other state administrative, 
judicial, and procuratorial organs. The functions of 
various special committees of the NPC Standing Com- 
mittee have been strengthened and clearly defined to 
consider, examine, and draft relevant bills. The NPC 
procedural rules, the NPC Standing Committee's proce- 
dural rules, and the law on people's deputies have been 
formulated, which has further improved and strength- 
ened the people's congress system in the aspect of the 
legal procedures, and has enabled the people's deputies 
to perform their functions on the basis of the legal 
system. In addition, we also are revising the election law 
and the organic law according to our experience over 
many years in organizing elections and local govern- 
ments in order to develop socialist democracy and to 
maintain and improve the people's congress system. 
This will make the people's congress a real power organ, 
and will enable it to better perform various functions 
specified by the Constitution and the laws. 


When answering the reporter's question about China's 
anticorruption struggle and its effort to establish a cor- 
ruption-proof system, Qiao Shi pointed out: In China, 
mos* functionaries of state organs are honest ard incor- 
rupt. Only a very small number of people disregard state 
law, bend the rules by taking bribes, or even commit 
crimes. We always pay serious attention to climinating 
corruption. The fundamental way to solve the problem 
of corruption lies in the legal system. Qiao Shi said: The 
Criminal Law, enacted by the NPC in 1979, is the basic 
law for preventing corruption and for promoting clean 
and honest government. Article 155 of the law specifies 
explicit penalties for state organ functionaries who 
commit the crime of grafting public property by abusing 
their official duties and functions. In 1982, the NPC 
Standing Committee adopted the decision on severely 
punishing criminals who do serious harm to the 
economy in view of the then criminal activities of 
smuggling and bribery. In 1988, the NPC Standing 
Committee formulated two sets of supplementary regu- 
lations on punishing smugglers, grafters, and bribe- 
takers. In addition, the NPC Standing Committee also 
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made a series of other supplements to the Criminal Law 
on punishing economic criminals. All this provided the 
legal grounds for checking corruption, punishing those 
involved in corrupt activities, and promoting honest and 
clean government. In addition to the adoption of laws 
and regulations, the CPC also set disciplinary demands 
on its members, and the state set administrative disci- 
pline for state organ functionaries. As long as the laws, 
regulations, and party discipline are enforced strictly, as 
long as we adhere to the principle of treating all people 
equally before the law and do not allow any organization 
or individual to have the privilege of being free from the 
control of the law, then we can effectively and thor- 
oughly prevent the occurrence of corrupt phenomena. 


When talking about the issue of cultural traditions and 
values, Qiao Shi said: In my personal view, any culture 
and any values are deeply rooted in the specific historical 
traditions and the present environment of a nation, a 
country, and a region. This is particularly the case in 
China, a large country with a time-honored culture over 
thousands of years. If a culture is good at carrying 
forward its historical tradition and at developing the 
positive and progressive elements, while at the same 
time discarding the negative and outmoded dregs, then it 
certainly will have unlimited vitality. 


CPC Moves To Build ‘Trans-Century’ Leadership 


HK0601042695 Hong Kong CHING PAO in Chinese 
No 209, § Dec 94 pp 26-29 


{Article by Chang Mu (1728 3092): “The CPC Plans 
Successor System To Transcend Century”™] 


[FBIS Translated Text] A Key Issue in the Current 
Crucial Period 


The significant year 1997 is not just one in which British 
colonial rule over Hong Kong will come to an end and 
China will resume its sovereignty over the island, but 
will also be an important time as the CPC convenes its 
15th party congress to establish a trans-century leader- 
ship structure. The third generation central leading body 
with Jiang Zemin at the core has, through the Fourth 
Plenary Session of the 14th CPC Central Committee, 
formally announced the completion of the power succes- 
sion and the beginning of its overall domination of the 
country; meanwhile, in line with Deng Xiaoping’s 
instructions and requests, it has taken steps to accelerate 
the training and promotion of young leading cadres who 
can carry on their work in the next century. Deng 
Xiaoping once said: “If only China couid one day bring up 
a large number of outstanding politicians, strategists, and 
diplomats in their thirties or forties!” He considered it 
“the only matter that has prime importance to China's 
overall situation” and only through successful handling 
of this mater can the party preserve the constituency of 
its policies, retain the vitality of both the party and the 
nation, and ensure that the party's basic line will remain 
unshakable for 100 years. 
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Interviewed on the CPC's party building in mid- 
Nove:..ber this year, Bo Yibo, a veteran CPC leader, 
revealed that when disci ssing the draft of the “decision” 
of the Fourth Plenary Session of the CPC Central Com- 
mittee, some people proposed that the meeting should be 
focused on economic issues; however their views were 
not accepted and the plenum became a special work 
meeting concentrating on party affairs. For Bo Yibo, the 
meeting successfully gripped the key issue of the current 
crucial period. 


The so-called crucial period refers to the current period, 
which is marked by several major issues: First, the whole 
party faces such practical and critical problems as the 
fact that the party’s directives have failed to be imple- 
mented to the letter, grass-roots party organizations are 
lax in organizational discipline, normal inner-party dem- 
ocratic life is lacking. and the party Central Committee is 
unable to exercise its supreme authority: second, it is 
apparently high time for the party to unify its under- 
standing and to work out measures on maintaining the 
stability of the overall situation during the post-Deng 
era; and third, the aging of leading bodies at the center, 
as well as the ministerial and provincial levels. has also 
become a immediate tssuc. All these issues have driven 
the CPC to make up its mind and focus its attention on 
the special subject of party building at this crucial 
moment in implementing its trans-century strategy. 


Grass-Roots Party Organizations Are Weak and 
Incompetent, As Well As Lax in Discipline 


CPC General Secretary Jiang Zemin has pointed out that 
under the constantly changing international situation ami 
in the course of establishing a socialist market econom c 
structure, the CPC faces new tests and trials. The decision 
of the Fourth Plenary Session of the 14th CPC Central 
Committee has pointed out a correct orientation for com- 
prehensively consolidating and improving party building. 
Our party can only remain in an invincible position when 
it unceasingly pays close attention to its own building, 
considerably improves its combat readiness and creativity, 
and enhances the art of leadership as a ruling party. 


As a matter of fact, amid the current high tide of the 
market economy, the CPC feels extremely anxious about 
the problems which exist in building party organizations: 
at the same time, the party also senses the severe impact 
of money worship and the private ownership mentality 
on its political beliefs and ideology. At present, various 
corrupt practices, such as graft and bribery, abuse of 
power for personal gain, and moral degeneration are 
widespread and running increasingly rampant in society, 
and problems which have surfaced in certain grass-roots 
organizations have developed to a shocking extent. Yu 
Zuomin, who once dominated a “fortified village” and 
became a local despot, 1s a case in point. 


Not long ago, a ruffian named “Lord He the Third” was 
ferreted out of Limin Town in a county in northern 
China. Once the secretary of a village party branch, this 
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man began to form an underground criminal gang in 
1987, scraping together a number of rural cadres, 
including the deputy secretary of the town party com- 
mittce in charge of politics and law, the director and 
deputy director of the town’s People’s Armed Forces 
department, the director of the judicial department, the 
director of the electric power administration, security 
officers from local police substations, and the rrincipal 
leaders of the town’s office of enterprise affairs. : _ sides, 
of the seven party branches in the town, one was para- 
lyzed, while the secretarics of the other five joined the 
gang; of the 10 town-run enterprises. the principal 
leaders of seven were in the gang: and of the 47 delegates 
of the people’s congress. 22 were gang members. In 
March last year. they gained control of the town people's 
congress and made “Lord He the Third” a deputy town 
magistrate. Then they tvrannized the area, committed 
physical assaults with violence. ganged up to carry out all 
kinds of evil, and engaged in robberies and looting. For 
a time, the whole town way despoiled and the residents 
lived in terror. Even the party secretary and magistrate 
were often abused and attacked by “Lord He the Third,” 
who even claimed that he should be given the post of 
deputy party secretary.. It was not until one year later 
that punishment was meted out to this gang of local 
ruffians at the urge of a new county party secretary. 
Although such degenerate grass-roots party organiza- 
tions are few in number. it 1s not unusual among the 
CPC's more than 3.4 raillion grass-roots party organiza- 
tions that party cadres suffer interior quality, organiza- 
tions are weak and incompetent as well as lax in disci- 
pline, and unhealthy trends have gained the upper hand. 
Under such circumstances, prompt rectification needs to 
be carried out urgently. 


It Is the Expectation of Our Revered Comrade Deng To 
Perfect the System 


Over the past several years, under the camouflage of the 
slogan of “having courage to open up new paths.” a 
number of departments, large and small 2* weit as local 
cadres, have done things in their cwn way, drawn up 
policies of their own, and practiced local protectionism 
and departmentaiism in teir work: as a result, the 
principles and policies «ct by the central government as 
well as the laws and rc gulations of the state exist in name 
only. To adapt itse!t to the needs of the new situation, the 
CPC has stepped up its efforts to train and promote 
technical cadies, most of whom enjoy a strong profes- 
sional background but have little interest in politics 
Jiang Zemin noted that among the existing middle and 
high-ranking leading cadres at county level and above, 
many used to be engineers and technicians; although 
they have sound knowledge and enjoy proficiency in 
scientific management, they have had a poor grounding 
in basic theory and also lack political trang. There- 
fore, beginning last year and in line with Jiang’s instruc- 
tions, all principal leading cadres at the ministerial and 
provincial level have attendes) )) soretiwal group study at 
the Central Party School, meanw> jc, all cadres at the 
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departmental level and above are required to receive 
training in rotation at party schools within the next five 
years. Jiang also personally delivered a special speech on 
studying Volume 3 of the Selected Works of Deng Xiaop- 
ing. 


It is the ardent expectation of Deng Xiaoping that after 
handing over the work to Jiang Zemin as the core of the 
third generation central leading body, he, as the leader of 
the second generation central leading body, can do his bit 
to help establish the authority of the central government 
and give shape to a perfect system of collective leadership 
so that the sound implementation of the party's basic line 
can be ensured for a long period of time. With a view to 
avoiding such disasters as the Great Cultural Revolution, 
which was launched by Mao Zedong in his remaining 
years, it is imperative for us to establish the core position 
and authority of the principal leaders on one hand and to 
guard against arrogance, imperiousness, and any move to 
place oneself above party organizations on the other. This 
is also the reason why the recent Fourth Plenary Session 
of the CPC Central Committee was spoken of highly by 
many veteran CPC leaders. 


Abandoning Official Careers, Exchanging Official 
Positions, Selling Official Titles, and Speculating in 
Leading Posts 


The CPC leadership believes that to preserve the consts- 
tency of its policies, efforts must be taken to ensure that 
Deng’s line will remain unchanged for 100 years; and to 
attain the goal of building China into a modern socialist 
power with Chinese characteristics, the CPC must also 
enhance its awareness of modernization, uphold the four 
cardinal principles, carry on reform and opening up, and 
administer the country with strength. To this end, the 
CPC must take painstaking efforts to enhance the polit- 
ical level and art of leadership of its leading cadres, 
senior leading cadres in particular, and must bring up a 
large number of outstanding young politicians. Deng 
Xiaoping noted: “We can only train up qualified per- 
sonnel by boldly using them in practical work.” For 
young people, the earlier they are given heavy loads, the 
faster they can grow up to be useful, or they will only 
become mature at an unduly late stage or will never 
become qualified. He pointed out: “Being young and 
enjoying professional proficiency is not enough. Cadres 
must establish a sound work style, be willing to serve the 
people wholeheartedly, immerse themselves among the 
masses, and listen attentively to the views of the masses: 
they must have the courage to tell the truth. oppose 
dishonest practices, not seek an undeserved reputation, 
aad strive to accomplish more solid work for the masses, 
they must know how to clearly distinguish personal 
interests from the public interest, never trade principles 
for personal favors, and appoint people not by favor- 
itism but on their merits.” 


Meanwhile, Jiang Zemin has also called for efforts to 
successfully solve the problem of bringing up cadres and 
qualified personnel during the new period and paying 
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close attention to the training and promotion of cadres. 
Leaders at all levels, especially principal leaders of the 
party and government as well as organizational and 
personnel departments, are required to acquire a better 
understanding of the extreme importance of handling 
this issue. 


However, appointing people by favoritism, forming fac- 
tions, and bending the law for personal benefit have 
become common practices in certain localities and 
departments, and a number of odd phenomena have 
emerged, such as abandoning official careers, exchanging 
official positions, selling official titles, and speculating in 
leading posts. Claiming that they are able to get through 
to people in charge of organizational affiliates at higher 
levels, a handful of people have even engaged themselves 
in selling at fixed prices or speculating in leading posts at 
different levels. What is more, some swindlers, passing 
themselves off as People’s Liberation Army [PLA] mem- 
bers, have even wantonly sold and speculated in military 
ranks and positions. These people will, undoubtedly, 
never escape the net of justice. 


Sixteen Provinces and Municipalities Have Held Open 
Examinations To Select Able and Virtuous Cadres 


Recently, the Organization Depariment of the CPC 
Centra! Committee and the Personnel Department of the 
State Council issued a joint circular which urged all 
localities to resolutely implement the principle of the 
“four modernizations” concerning the selection and 
promotion of cadres, straighten out variovs unhealthy 
trends, act in accordance with the regulations and sys- 
tems guiding the assessment and recommendation of 
cadres, and ensure that cadres of both political integrity 
and ability be promoted to leading positions. To make 
the selection and promotion of cadres more democratic 
and t) open up more channels for recruiting qualified 
cadres, 16 provinces and municipalities have in recent 
years adopted a number of new methods, which integrate 


recommendat “th open examinations and assess- 
ments. At ‘rough open examinations and 
assessmeni: . Province has recruited 19 and 96 
cadres at : inciai-department and county- 


department le ©. » aile Shanxi Province has selected 35 
cadres at the provincial-department levei. To help state 
organs consolidate discipline inspection and supervi- 
sion, the CPC has promoted the heads of discipline 
inspection groups of all ministries and commissions 
from the ministerial-department level to the deputy 
minister level and has made them members of their 
relevant party committees. This is aimed at changing the 
past passive situation where units at a lower level found 
no way to inspect the discipline of those at a higher level. 
Meanwhile, discipline inspection organs as well as orga- 
nizational and personnel departments have also set up 
hotlines for the public to inform against unhealthy 
practices concerning the appointment and promotion of 
cadres. 


Due to the fact that a large number of cadres at the 
central and provincial leveis are going to be relieved of 
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their official posts and go into retirement during the next 
several years, the task of accelerating the selection and 
promotion of outstanding young cadres has become 
more urgent and pressing. It is Deng Xiaoping's view to 
“put up a relatively light stepladder,” smash old steps and 
create new ones, select and promote cadres without 
sticking to a single fixed pattern, and pay special attention 
to selecting and promoting cadres for key leading posts. 


Taking a look at the current setup of the CPC leadership, 
one can see that by promoting Wu Bangguo and Jiang 
Chunyun into the CPC Secretariat at the Fourth Plenary 
Session of the CPC Central Committee, the CPC aims to 
reinforce its party building and party affairs in the first 
place, while the reelection of former Shanghai Mayor 
Huang Ju as a member of the CPC Political Bureau ts 
also based, apparently. on the current situation of reform 
and opening up. Of course, participants in the plenum 
also hope that the central authorities will pay greater 
attention to the development of the central and western 
regions as well as the border areas, bring common 
development all regions across the country, and dis- 
tribute members of the CPC Political Bureau more 
evenly in different parts of the country. Some people 
even suggested that the party's former regional setup, 
which was used prior to the great Cultural Revolution, 
should rcsume to consolidate party building. The CPC 
did not accept this suggestion, maybe out of fear that 
such a practice would lead to the same situation as that 
in the former Soviet Union where Gorbachev's reorga- 
nization of the political bureau of the CPSU and the 
admission of parity secretaries from al! of the union 
republics into the CPSU’s Political Bureau left most 
people, except for the general secretary himself, puzzled 
about the decisionmaking role of the central authorities, 
consequently weakening the authority of the central 
government. Under such circumstances, if major social 
turbulence takes place, the party's political bureau would 
collapse in no time. I suppose nobody in China has ever 
conducted any serious study about what would become 
of the CPC if it adopted its former regional setup, which 
enjoyed no administrative management function. 


~ Wu, and Wen Constitutes a Trans-Century Leading 
y 


It merits our attention that the most notable result of the 
Fourth Plenary Session was the reinforcement of the 
CPC Central Committee Secretariat. Because Wu 
Bangguo was promoted to Peijing at the exact time when 
the CPC Organization Department replaced its chief, 
many people thought Wu Bangguo would take personal 
charge of this department. This sounded more reason- 
able at a time when the CPC had stressed the need to 
improve its organizational building. What is more, such 
an arrangement seemed to be more harmonious with the 
work of the CPC Propaganda Department, which is 
under the charge of Political Bureau member Ding 
Guangen. However, it turned out that Wu Bangguo was 
not given the position, and one just cannot see what the 
CPC has up its sleeve. As a matter of fact, of the CPC 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 


16 NATIONAL AFFAIRS 


Secretariat, Wu Bangguo and Jiang Chunyun take charge 
of party work in the industrial and agricultural sectors 
respectively, and their several appearances in Beying 
have all had something to do with their work in these two 
fields. 


At the present moment, when the CPC is accelerating the 
pace of establishing a trans-century leadership structure, 
it is apparent that among existing CPC high-ranking 
state leaders only those in their early fifties, like Hu 
Jintao, Wu Bangguo, Wen Jiabao, are really qualified to 
be included in “the fourth generation.” These three men 
are all members of the CPC Secretariat. An alternate 
member of the Political Bureau of the CPC Central 
Committee, Wen Jiabao has been more active in the 
political arena since he was relieved of the post of 
director of the General Office of the CPC Central 
Committee. He has not only attended a number of major 
meetings called by the Staie Council, but also accompa- 
nied Jiang Zemin on his inspection trips to other parts of 
the country as well as state visits to other countries. Wu 
Bangguo’s promotion from the industrial city of 
Shanghai apparently has something to do with his famil- 
iarity with the overall situation of industrial and eco- 
nomic development as well as urban reform. Generally 
speaking, barring any unpredictable changes, Hu, Wu, 
and Wen will undoubtedly become major leading mem- 
bers of the 15th CPC National Congress. The Central 
Military Commission [CMC] always falls behind party 
and government leading bodies in promoting younger 
cadres. At present, the average age of the seven members 
of the CMC (including Chairman Jiang Zemin) exceeds 
65, and although a few fiftyish cadres currently hold 
deputy posts in various PLA headquarters and service 
arms, not one of the 42 military leaders recently con- 
ferred with the rank of general is in his fifties. The 
Fourth Plenary Session of the 14th CPC Central Com- 
mittee urged the CMC to make new arrangements in line 
with the “decision,” and it is believed that the CMC will 
come out with positive arrangements in line with Deng 
Xiaoping’s urgent demands on this matter. 


According to authoritative sources, efforts will be taken 
in the future to train young cadres in their forties and 
promote them into leading bodies at the ministerial and 
provincial level, thus giving shape to a trans-century 
reserve force of considerable scale. 


Three Major Aspects of Next Year's Economic Reform 


The CPC leadership believes that although great break- 
throughs have deen made in this year's macroeconomic 
reform, the country still needs to step up the intensity of 
reform in order to bring about an overall advance and 
mutual coordination. The establishment of a social secu- 
rity system, the lagging changes in the functions of the 
government, the slow pace of structural readjustments, 
and galloping inflation are all negative factors deterring 
the progress of economic reform and development. In 
particular, as the country has failed to put equal stress on 
entecorse reform and macroeconomic reform and to 
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Carry out the two reforms simultaneously as scheduled. 
and also because measures guiding the experiments with 
a modern enterprise system will not be promulgated 
until the end of this year, no substantive progress can be 
expected in enterprise reform this year, thus hindering 
efforts to comprehensively deepen reform and establish 
new structures. Premier Li Peng has made it clear that 
the country will place its stress on reforming state-run 
enterprises next year and will pay closer attention to 
running well large and medium-sized enterprises. The 
issues that the central economic work conference tried to 
solve are precisely the key issues in next year’s economic 
reform. 


According to relevant sources, China will focus next 
year’s economic reform on the following three major 


aspects: 


First, the country will give first priority to enterprise 
reform and will regard it as the focal point of next year's 
economic reform; meanwhile, it will also enforce various 
coordinative reform measures to support the establish- 
ment of a modern enterprise structure. 


Zhu Rongji has stressed: During the process of changing 
their own operating mechanisms and establishing a 
modern enterprise structure, state-owned enterprises 
will certainly face numerous difficulties and problems, 
such as under-capacity operations and insufficient 
funds. However, we should recognize the fact that the 
overall operation of state-run enterprises is better, not 
poorer, than last year. This is a basic assessment of the 
current situation. Moreover, it is also an unchangeable 
fact that calculated in terms of comparable entities, the 
number of loss- making enterprises and the total amount 
of losses incurred are both decl*ning. We should also 
notice that since the number of loss-making enterprises 
is calculated on the basis of the total number of enter- 
prises, the figure is not accurate. This 1s because many 
loss- making enterprises are small enterprises with only 
dozens of or about 100 workers, and the total amount of 
losses incurred by these enterprises and the absolute 
figure of their output value are not very big. Besides, 
changes have also taken place in the composition of 
state-run enterprises. Enterprises with better economic 
performances, which account for only 48 percent of the 
total, have already become joint ventures, while those 
remaining are all enterprises which arc plagued by losses 
and other problems. It is impractical to demand that 
such poorly run state enterprises should develop them- 
selves at a high speed. He admitted that the country 
should by no means underestimate the problems cur- 
rently facing state-own enterprises, as it is an objective 
fact that the number of loss-making enterprises com- 
prises 49.5 percent of the total. A fundamental way to 
solve this problem is to conduct enterprise reform and 
institute a modern enterprise system which separates the 
functions of government from those of enterprises, has 
clearly defined property rights and responsibilities, and 
enjoys scientific management. Thorough investigations 
and studies have shown that the issue of market share is 
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the root cause of the many difficulties and problems 
currently confronting state-run enterprises. The present 
rapid growth of joint ventures and township and town 
enterprises signifies a grave chi'lenge to all state-run 
enterprises. We should pay close attention to the 
building of leading bodies in staie-run enterprises, 
improve their operating and supervisory mechanisms, 
and reinforce their technological management. However, 
what counts is market research, otherwise blind capital 
investment in the production of outmoded products with 
outdated technology will only add to the stockpiles of 
unmarketable goods. Therefore, we should not abandon 
the principle of “limiting production, reducing stocks, 
and promoting sales of goods.” For those enterprises 
which have stopped operations and are only issuing basic 
living allowances to their workers and staff, the govern- 
ment and banks should adopt positive measures to help 
them make up deficits and increase profits, and for those 
enterprises which have see no hope of being brought 
back to life, we should allow them to go bankrupt as part 
of the bankruptcy experiment. Constituting a major 
impetus, bankruptcy ts of great benefit to the implemen- 
tation of a modern enterprise system. 


It is beyond doubt that the CPC is expecting break- 
throughs in the bankruptcy, merger, and asset manage- 
ment of enterprises, as well as in solving problems 
currently facing enterprises which have been left over by 
history. 


Efforts Will Be Made To Establish a Social Security 
System and Institute the Bankruptcy Law 


Strides will be taken, through actively improving the 
circulation and reorganization of stock assets, to move 
insolvent enterprises into bankruptcy in a planned way, 
for those which can see no hope of making up deficits 
and enjoy no ability to repay their due debts, and 
gradually give shape to a competition mechanism which 
fosters the excellent and scraps the obsolete. To bring 
enterprises into bankruptcy, we should act in strict 
accordance with the procedures of the law, protect the 
rights and interests of prumoters and creditors, deter- 
mine in a scientific way the number of insolvent enter- 
prises according to the tolerance of society during dif- 
ferent periods, and appropriately resettle workers and 
staff of insolvent enterprises as well as their retired staff. 
A relevant department has revealed that the state plans 
to set up a trust bureau for loss-making state-run enter- 
prises. Mainly responsible for auctioning enterprises, the 
trust bureau will also entrust its subsidiary investment 
and management companies to restructure enterprises 
which are unable to be auctioned, select new operating 
patterns and areas for these enterprises, and redefine 
their ownership structures and property rights, including 
the methods of joint investment, shareholding, and 
equity participation. The restructured wholly owned 
companies and holding companies will be subject to the 
management of management companies, while the 
mutual shareholding companies will be managed by 
enterprises themselves. 
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Meanwhile, it is necessary to continue encouraging joint 
investment, integration, mergers, and changes cf bus.- 
ness in all forms and to explore more effoctive ways to 
channel foreign investment into enterprises. It is imper- 
ative to allow small state-run enterprises to restructure 
themselves by means of lease, contract, auction, and the 
adoption of the shareholding cooperative system. Steps 
should be taken to vigorously conduct experiments in the 
modern enterprise system in 100 selected enterprises and 
then to promptly disseminate their experiences to all 
enterprises. Second, coordinating reforms will be con- 
ducted with a view to pushing forward reform of the cocial 
security system. 


To push forward reform of the social security system, we 
will, initially, provide workers and staff of insolvent 
enterprise with unemployment insurance and other 
insurance according to the rules and requirements 
guiding suspension of production, restructuring, and 
bankruptcy of enterprises. The insufficient part of social 
insurance needs to be made up by money raised through 
various channels or by setting up social security funds. 
To conduct reform on the urban pension and medical 
insurance systems, it is necessary to integrate the overall 
arrangements of society with individual accounts and to 
replace the existing cash-based accounting system with a 
system of reserves and accumulation. In line with the 
principle of determining expenditure by revenue and 
retaining appropriate reserves, unemployment insurance 
funds will make overall arrangements for the unem- 
ployed according to unified insurance standards, while 
enterprises are required to pay | percent of their gross 
payroll as a premium for unemployment insurance. The 
standard unemployment relief payment is equal to one 
half of the average social wage in the relevant localities. 


Third, efforts will be taken to deepen reform of the 
macroeconomic management structure. 


On the basis of the initial achievements scored this year, 
reform of the banking system will be focused on further 
enhancing the country’s ability to utilize monetary 
policy, launch open market operations as soon as pos- 
sible, make timely and flexible readjustments to stan- 
dard interest rates, allow the interest rates of both 
specialized and commercial banks to float within a larger 
margin, give explicit definitions to and clearly distin- 
guish policy- related finance from commerce-related 
finance, make vigorous efforts to establish urtan and 
rural cooperative banks, and standardize the operations 
of trust and investment companies. It is imperative to 
accelerate the pace of foreign exchange structural reform, 
encourage foreign banks to enter China's banking system 
of exchange settlement and sales, allow foreign-run 
banks to engage in renminbi transactions in relation to 
exchange settlement and sales, standardize the inner- 
bank exchange market, and further enhance the convert- 
ibility of the renminbi. To improve the existing fiscal 
and taxation structure, efforts should be taken to rein- 
force the collection and management of value-added tax 
and consumption tax, consolidate the building of the 
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account auditing sysiem, perfect local financial struc- 
tures, set up a prsonal income tax return sysiem, 
continue to explore ways to rationally distinguish admin- 
istrative authority from financial power, and study 
methods for the better implementation of the financial 
tax transfer payment system |cai zheng zhcan shui zhi fu 
6299 2598 6567 4451 2388 0102]. In reforming the 
planning and investment structure, we should center 
around major issues concerning medium aad long-term 
economic and social development, work out practical 
and workable strategic plans, and bring the market's 
function in the allocation of resources into better play. 


Journal on Latest Developments in Beijing 
HK0601010595 Hong Kong KUANG CHIAO CHING 
in Chinese No 267, 16 Dec 94 pp 10-13 


{By Nan Shi-yin (2809 4258 0936): “Latest Devziop- 
ments in Beijing's Political Situation— Top CPC Leaders 
Mouni a Surprise Offensive; Jiang Zemin Puts Forward 
10 Points of View") 


{FBIS Translated Text)Beijing Holds a Series of Impor- 
tant Meetings 


At the end of 1994, a series of important meetings, 
including the Central Economic Work Mecting and 
National Organizational Work Meeting, were held in 
Beijing. Jiang Zemin, Li Peng, Zhu Rongyji, Liv Huaging, 
Hu Jintao and other top CPC leaders delivered impor- 
tant speeches at these meetings. 


eS Se See eee Sumas Tye 
Preparation for New Developments 


Chinese leaders have left their diplomatic footprints in 
many places on the world stage at the end of 1994. 


In Seoul, the South Koreans rolled out their red carpet, 
and their reception of Chinese Premicr Li Peng was 
raised to the highest order. 


In New Zealand, Australia, Argentina, Brazil and Fiji, 
National People’s Congress Chairman Qiao Shi 
extended China's “parliamentary diplomacy” to the 
southern hemispherv. 

In Japan, Chinese Vice President Rong Yiren was busy 
meeting the local political leaders, and strained relations 
between China and Japan took on a warmer shade. 


In Singapore, Malaysia, Indonesia and Vietnam, Chinese 
President Jiang Zemin visited the four nations and met 
with Clinton and the political leaders of those countries. 
His views drew the attention of all sides. 


In Washington, Vice Premier Li Langing met with U.S. 
President Clinton and carried out high-level lobbying for 
China's re-entry into GATT. 

Zhu Rongji attended the Joint Annual Meeting of the 


World Bank in Madrid. There, he declared to the world: 
“China has the ability to control inflation.” 
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The term “diplomacy of smiles” can no longer fully 
embrace the deeper substance of China's foreign rela- 
tions. Histornca!l .nd global strategic considerations and 
pluralistic options with “economic interests” at the core 
have given a “dual character” io China's foreign rela- 
tons. 

The “last performance” of China's diplomatic offensives 
at the end of 1994 ‘cooked somewhat like a “two-man 
show” by strategisis and businessinen. In essence, it laid 
‘he cornerstone for China's economic development. 


As noted by a Western observer in Beijing, “the blitz-like 
overseas trips by Chinese leaders are an indication that 
‘China's diplomatic fervor has reached unprecedented 
proportions in the international arena.” 


Stabilize the Northeast Asian Situation, Seek 
Cooperation and Coexistence 


Li Peng’s trip to Seoul, as the first visit by a Chinese 
leader to that country, was in fact an announcement to 
the world that China has reaped fruitful results in its 
diplomatic endeavors on the Korean peninsula. On the 
agreement between the United States and North Korea 
on the Korean peninsula situation, China believed that 
by changing its tough stance on sanctions against North 
Korea. the United States made it possible for the prin- 
ciple of dialog advocated by China to bear fruit to some 
extent. 


A Leadership Collective With Jiang Zemin as the Core 
Has Been Formed 


A “stable” end “non-nuclearized” Korean peninsula has 
been one of China's major diplomatic objectives, and the 
agreement between the United States and North Korea 
has been viewed as an important step in the direction of 
this objective. In the future, China will increase its 
influence on the Korean peninsula through the provision 
of aid to North Korea and will work hard on the 
consolidation of its political presence in East Asia. In its 
relations with South Korea, the blueprint for “coexist- 
ence and cooperation” has become quite apparent. 


Before his departure from South Korea, Li Peng told the 
world that China's third-generation leaders are “united 
and capable,” that “a third-generation leadership collec- 
tive with Jiang Zemin as the core has been formed,” and 
that China has the ability to handle problems after the 
passing of Deng Xiaoping. On the other hand, in his 
meeting with South Korean businessmen, Li Peng 
declared: “China attaches importance to the assimilation 
of all fruits of civilization in the world, including the 
fruits of civilization created by developed countries of 
the West and the nch experience accumulated by newly 
industrialized countries and regions of Asia in their 
economic development. This includes efforts to absorb 
funds, advanced science and technology, and manage- 
ment experience, and to learn other fruits of civiliza- 
tion.”’ According to some observers, these remarks of Li 
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Peng’s watered down the “political favor of the ideol- 
ogy” of China learning from foreign countries. Foreign 
observers believe that these acts and declarations by Li 
Peng were not personal comments made on the spur of 
the moment, but formed part of “the collective behavior 
of third-generation leaders.” The self-confidence shown 
in these acts stems from the stability of China's political 
situation and self- confidence in one’s .ywn ci.iture. 


In Indonesia, Liang Zemin rented the quaint-looking and 
elaborately decorated great hall of the Jakarta Interna- 
tional Convention Center and playee host to President 
Clinton and nine of his senicr officiats who accompanied 
him on the trip. He himself was accompanied by 10 
Chinese officials. The numbers were a subtle suggestion 
of who was the host. As host at the “Run-bu-ru™ [3387 
1580 3067] Hall in Jakarta, Indonesia, Jiang Zemin also 
met seven other heads of state, namely Kim Yong-sam, 
Tomuchi Murayama, Paul Keating. Fidel Ramos, Chuan 
Leekpai. Fu-lai [1715 7191] and Julws Chan. These 
meetings not only had their symbolic significance on the 
diplomatic level, but represented concrete manifesta- 
tions of China's diplomatic offensives. 


The Meaning Behind Jiang Zemin’s 10 Points of View 


In Bogor and Jakarta of Indonesia and in other Southeast 
Asian countries, Jiang Zemin successively put forward 
10 points of view which were of great interest to many. 


These 10 points of view were: 


1. China’s top hierarchy has completed tts transition 
from the second generation. 


2. “Economic development is the most important of all 
matters.” 


3. “The ship of history must move forward, and stability 
is the most important prerequisite.” 


4. “In the face of diversity, it ts impractical to seck 
uniformity. Oniy by incorporating things of diverse 
nature and learning from one another can we promote 
common development and conmmon progress.” 


5. The five principles for economic cooperation in the 
Asia- Pacific region are: Mutual respect and reaching 
unani’ ‘ity through consultation; proceeding in an 
orderly and systematic way in achieving steady develop- 
ment: opening the doors to one another and refraining 
from forming exclusive blocs, extensive cooperation 
based on mutual interests and mutual benefit, and nar- 
rowing the gaps and achieving comr-on prosperity. 


6. The five principles for relations with the United States 
are: Focus on the global situation and the 21st century, 
show mutual respect, shake off the influence of differ- 
ences in system, promote the all-round development of 
economic cooperation, and strengthen international 
cooperation and high-level visits. 
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7. On relations with Southeast Asia, “China's commit- 
ment to developing good-neighborly and friendly coop- 
eration with its nexghboring countnes is not a measure of 
contingeacy, but something which conforms to the needs 
of the time. It ts 2n inevitable choice made with the 
long-term interests of the Chinese people and the peopic 
of all countries im thes region in mund.” 


8. The Taiwan question is one which “has a bearng on 
China's sovereignty. tesritonal integrity and the great 
cause of the reunification of China.” “An, change on 
this question has a direct bearing on the feelings o7 the 
1.2 billion Chinese people.” 


9. On relations with Vietnam, stress will be laid on 
friendship and the overall situation of peace and sta- 
bility, and efforts will be made to enlarge consensus, seck 
con.mon ground while reserving differences, and put 
aside differences. 


10. Publicize a basic foreign policy which stresses good- 
neighborliness and friendship in order to offset the 
undesirable influence of “the theory of the China 
threat.” 


According to observers in Beiying, Jiang’s 10 points of 
view reflect the four fundamental frameworks of China's 
foreign policy. First, China will maintain independence 
and take the initiative in its own hands, develop fnend- 
ship with its neighbors, strengthen relations with devel- 
oping countries and properly handle its relations with 
the West. Second, at a time when China has quictly 
entered the post-Deng era, concentrating on economic 
construction and creating a peaceful international envi- 
ronment to ensure stability during the period of transi- 
tion has become China's basic starting pomt when 
devising its diplomatic strategies. Third, giving priority 
to economic considerations has become an in.portant 
Starting point when choosing diplomatic options. 
Fourth, Jiang’s announcement that the leadership had 
“completed its transition” was as good as telling the 
world that China's third- and fourth- generation leaders 
had eased into their historical roles as main players. 


On relations with the United Stats, Jiang Zemin had 
met Clinton twice im one year. From the meeting in 
Scattle to the tete-a-tete in Bogor, China was, as observed 
by Japan's KEISE! SHIMBUN, riaying the “two cards” 
of “moving close” and “pinning down” alternately in 
dealing with the United Stats. 


There were frequent exchanges between China and the 
United States after the Seattle meeting. Vice Premiers 
Qian Qichen, Li Lanqing, and Zou Jiahua and Minister 
of Foreign Trade and Economic Cooperation Wu Yi 
visited the United States one after another. U.S. Secre- 
tary of State Christopher, Commerce Secretary Brown, 
and Defense Secretary Perry also visited China. 


Clinton's China policy has been moving slowly away 
from his election platform. He has moved even faster 
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than President Bush by doing things which his prede- 
cessor had not done: He resumed meetings of the Sino- 
U.S Economic Jomt Commnitee, which had been sus- 
pended for six years. reopened the Sinc-US. Joint 
Committee on Science and Technology and, more 
importantly. delinked most-favored-nation treatment 
from human rights and gave the go-ahead for high- level 
military contacts in the form of the first meeting of the 
Sino-U_.S. Joint Commitice cn Defense Conversion. 


We may say that between them, Jiang Zemin and 
Clinton have melted the freeze which existed between 
China and the Unned States after “4 June.” The prag- 
matic policy setween China and the United States has 
been brought about by a recognition on the part of the 
Americans tha: China has a fast-expanding economy and 
a stable politica: situation, and has been moving ahead in 
its reform and opening. Although some Americans have 
raised doubts about the China policy of the Clinton 
administration, the more important thing ts that busi- 
ness interests will not let the United States give up this 
huge market on the other side of the Pacific. On the other 
hand, Sino-U_S. relations mean more to global political 
balance, and cconomically they mean more than U.S. 
investment m China, for China has also been actively 
investing in the United States im recent years. Foreign 
businesses worry about political instability when they 
invest in China. Likewrse, when China invests in the 
United States and other countries, it also does not want 
to see political and economic upheavals in these coun- 
Ines. 


A Different Profound Meaning Behind the Study of 
Deng’s Works 

One year after the publication of Volume 2 of the 
“Selected Works of Deng Xiaoping,” the Chinese com- 
munists published a new edition of the first two volumes 
of his works in November this year. This has been 
generally regarded as Communist China's “political pro- 
paganda.” or the “theoretical weapon” with which the 
CPC's third-generation leaders established their “ortho- 
dox position.” However, some observers pomted out 
that seen from the angles of strengthening “party burld- 
ing.” strengthening democratic centralism and strength- 
ening “ideological education,” there was a more pro- 
found meaning behind the CPC's cali to study the works 


of Deng Xiaoping. 


Three volumes of Deng Xiaoping’s works have now been 
published. Will there be a fourth volume? It 1s under- 
stood that Deng had said that he would only publish 
three volumes. 


Deng Xiaoping Said: ! Will Only Publish Three 
Volumes 


The publication of the new cdition of the first two 
volumes of “Selected Works of Deng Niaoping™ g@ ves the 
three volumes «- Deng Xiaoping’s works a more com- 
plete edition in terms of content and form. The 222 
articles span 55 years from 1938 to 1992, totaling 
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800,000 characters in all. The official view 1s that the 
CPC's ideological theories are included in two sets of 
works, namely, the four volumes of Mao's works and the 
three volumes of Deng’s works, and that together they 
hold the most precious spiritual wealth. 


The fundamental reason why the CPC calls or the nation 
to study the “poli*scal theories” in the works of Deng 
Xiaoping is to uphud and defend the “ideological line” 
of reform and opening and make sure that “it will not 
waver fcr 100 years.” The CPC's call to study Deng’s 
works is not merely a general call. It is also an effort to 
recorstruct its own theoretical and organizational setup, 
and embodies the deeper meaning of reinforcing “moral 
reconstriction.” 


At this historic juncture of contemporary China, wkon 
money- making has become the trend and materialistic 
needs prevail, some people have become rich by fair or 
foul means and have become morally degencrate, while 
some officials have become corrupt and decadent. These 
unhealthy practices have been much criticized by people 
abroad. The CPC's recent efforts to strengthen patriotic 
education and study Deng’s works have a hint of “moral 
reconstruction” about them. While the methods and 
concepts ised in patriotic education, the fight against 
pornography, “party building” and the study of Deng’s 
works may be outdated, seen from a higher plane. they 
may be necessary measures taken by the authorities to 
resolve. on the cultura! and sdeological levels, the “moral 
dilemmas” confronting China in achieving moderniza- 
tion and bringing about the market economy. 


<5 Muy bony 1a’ eee a 
to Future Competition 


Jiang Zemin recently pointed out: “Competition in 
scrence and technology has become the key to competi- 
tion in overall national strengths im the international 
arena today.” Thus, it is necessary to “quicken the pace 
of the reform of the scientific and technological struc- 
ture” and * “increase the intensity of scientific and tech- 
nological progress.” Jiang Zemin's remarks reflect the 
determination on the part of China's top leaders to catch 
up with the highest scientific and technological stan- 
dards of the world in the 21st century. It is said that 
Beijing's top leaders maintain that backwardness in 
science and technology implies that China will fall 
behind im competition in the next century. On this 
matter, the top leaders are both ambitious and full of 
anxicty. 


Since moving to Beijing in the 1950s, Deng Xiaoping has 
always attached great importance to the development of 
science and technology. Toward the end of the Cultural 
Revolution when Deng was charged with the task of 
straightening out work in the screntific and technological 
spheres, he assigned Hu Yaobang and Hu Qiaomu to 
preside over the Chinese Academy of Sciences. They 
were told to conduct investigations and study and pre- 
pare an outline report. The report they prepared was 
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entitled “Science and Technology Are Producti.: 
Forces.” In 1980, when the project to build the Beijing 
Accelerator had to be abandoned because 11 was deemed 
too costly, Deng Xiaoping’s comment waz: “I am in 
favor of giving the go-ahead. There should be no more 
hesitations.” When the project resumed in 1984, Deng 
said with confidence: “1 believe this 1s the mght thing to 
do.” In October 1988. at the ceremony marking the 
completion of the project, he again said: “In the future as 
in the past, China must develop its own high technology 
and science and must establish its position «nm the spheres 
of high technolegy and science in the world. If China had 
not developed atomic bombs and hydrogen bombs and 
had not launched satellites since the 1960s, it would not 
have become a big country with important influence and 
would not have its present international status. These 
things reflect the ability of a nation and are symbols of 
the prosperity of a nation and a country.” 


Like their predecessors. the third-generation top leaders 
also stress the importance of science and technology. 
Last year, the Chinese Academy of Sciences started 
conducting feasibility studies and drawing up China's 
development program for the next five years. It will 
concentrate efforts and strive to make breakthroughs in 
21 major spheres, 89 key tasks and 165 basic research 
projects that serve the national economy. In the 10 years 
since the authorities launched the program to build 
national-level key laboratories, 156 such laboratories 
have been established, including 75 built with loans from 
the World Bank. Last year. these laboratories underiook 
to conduct 3,584 experiments. Eighty of these laborato- 
ries have trained a total of 333 post-doctoral, 2,000 
dc .toral and 4,879 master’s degree holders. Today, these 
laboratories have become 3,000-strong “crack troops of 
science in China.” 


The top Bening leaders have come to see increasingly 
clearly that having their own advanced science and 
technology and top-notch scientists will be important 
hallmarks of China's place in the world and that this will 
sufficiently boost the self-confidence of the nation. It is 
understood that this will be embodied in the Ninth 
Five-Year Plan which begins in 1996. 


“Encircle the Cities From the Ru vi Areas” 


China has a population of 1.2 billion, more than 900 
million of whom are peasants. Agriculture, the rural 
areas and the peasants have always been crucial to 
China's prosperity or backwardness. Peasants also make 
up a large proportion of the membership of the CPC, 
which may well be called “the world’s largest party for 
peasants.” Jiang Zemin mainiains that agriculture, the 
rural areas and the peasants have a vital bearing on 
consolidating the position of the CPC as the ruling party 
and on the long-term stability of the country. “This is not 
just a major economic issue, it is also a major political 
issuc.” 
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Hu Jiniao Propeses Five Prescriptions for the 
Liberation of i, - Rural Areas 

Reports have it that in March this year, the CPC's top 
leaders instructed thr Organization Depart:nent, Propa- 
ganda Department and Central Policy Research Office 
to conduct an ¢xtensive rurzd survey to find out about 
the wasic conditions of 800,000 grass-roots party organi- 
zations in the rural areas. In late April, 12 investigation 
teams were dispatched to 16 provinces, municip ‘ities 
and >vtonomous regions, 36 counties, 42 townships and 
70 viltages, where they conducted investigations for two 
months. According to the findings, many of the grass- 
roots party organizations have been in a state of paralysis 
after the fixing of output quotas for each household. 
Some rura‘ cadres are riding roughshod over the masses, 
and some rural areas have come under the control of 
forces of evil or feudal “village councils.” The picture 
presented is very worrying. 

The CPC's top leaders thus decided to hold a national 
work meeting on the building of rural grass-roots orga- 
nizations first thing after the Fourth Plenary Session. 
Before that, the Standing Committee of the Political 
Bureau of the CPC Central Committee had already 
heard reports in this respect. On 24 November, the CPC 
issued a circular on the strengthening of “party building” 
in the rural areas. Political Bureau Standing Committee 
Member Hu Jintao, who is widely regarded as a “rising 
star™ in Chinese politics, was put in overall charge of this 
work. According to Hu Jintao, a large-scale “party build- 
ing” campaign will be unfolded in the rural areas over 
the next three years to rebuild the paralyzed grass-roots 
party organizations and consolidate the weak and lax 
party organizations. Hu Jintao proposed “five prescrip- 
twons™ for “party building™ in the rural areas: “Build 
good leading bodies,” “cultivate good members,” 
“choose a good road to prosperity,” “bring a good 
operational structure to perfection,” and “put a good 
management system on a sound basis.” 


The present “party building” campaign of the CPC starts 
from grass-roots organizations, and the rural areas take 
precedence in toe build. ng of grass-roots organizations. 
This shows that tie top level hopes to strengthen itself 
from the grass-roo:s of society. It has been generally 
agreed that the CPC has hit the nail on the head in taking 
this as its starting point in “party building.” If this 
exercise proves successful, the third-generation leader- 
ship will be able to iake deep root among the Chinese 
people. 


The CPC's Economic Work 
There Is Hope for an Economic 


The year 1994 is drawing to an end. Looking back, we see 
the following six characteristics in the overall operation 
of China's macroeconomy this year: |) Despite a steady 
downturn, the economic growth rate is still high. GDP 1s 
expected to grow at 11.5 percent. 2) The scale of invest- 
ment has been contained somewhat, but it 1s still too 
large. The total volume of investment in fixed assets mm 


Comes to an End, 
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the whole society is expected to exceed 1,500 billion 
yuan, 18 percent up from last year. 3) The real growth in 
per-capita income of urban inhabitants is 7 percent. 4) 
There is not too wide a gap between increases in deposits 
and loans. 5) The total volume of imports and exports is 
expected to reach $235 biilion, with slightly more 
imports than exports. 6) The extent of price rises in the 
means of production has shown a considerable drop, but 
there are drastic increases in the retail prices of commod- 
ities and the price of consumption nationwide, and 
inflation is serious. 


Of course, there are many problems confronting China, 
and spiraling inflation is something that its top leaders 
find particularly worrying. Other issues, such as public 
morale, corruption, unemployment, the transformation 
of state-owned enterprises and agricultural input, as well 
as the formulation of the Ninth Five-Year Plan, will 
continue to be followed with interest by many. 


Balance Between Tradition, Westernization 
Stressed 


HK0601063195 Beijing LIAOWANG in Chinese No 49, 
5 Dec 94 p 36 


[Article by Hu Sheng (5170 4939): “Recommending an 
Article”: first two paragraphs are editor's note] 


[FBIS Translated Text] This article is part of a speech 
delivered by Comrade Hu Sheng at the meeting to 
commemorate the 40th anniversary of the publication of 
LISHI YANJIU [Historical Studies]. It is published here 
by agreement with Comrade Hu Sheng. The title is 
added by the editor. 


Comrade Hu Sheng points out: Neither complete West- 
ernization nor the doctrine of “back to the ancients” will 
do in the building of socialist spiritual civilization. We 
must show respect for China’s historical and cultural 
traditions, and do a good job in inheriting the out- 
standing elements of the cultural traditions. Yet, in no 
way should we inherit them all without making a distinc- 
tion between the essence and the dross; siil! less should 
we treat the decadent as miraculous, and take it as the 
quintessence that should be inherited. His ideas should 
receive due attention among ideological and academic 
circles. 


I wish to take this opportunity to recommend an article 
I read recently. It also has something to do with the 
circles of historical studies. Entitled “China's Cultural 
Quintessence—Back to the Ancients, Culture,” it was 
published in issue No. 6, 1994 of ZHEXUE YANJIU 
[Philosophical Study]. The signed name of the author 
was Luo Bu, a member of the Philosophy Institute. I first 
read this article in issue No. 8 of XINHUA WENZHAI 
[Xinhua Digest]. It discusses one problem: How to 
understand and treat China’s traditional culture in view 
of the argument prevailing now concerning the differ- 
ences between Oriental and Western culture. This argu- 
ment holds that the culture of the West is characterized 
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by the “separation between subject and object,” while 
the culture of China is marked by the “integration 
between heaven (nature) and man.” It is because the 
West treats the subject and the object separately that 
science and technology are well developed. Nevertheless, 
it has resulted in the cultural crisis of modern times. 
Conversely, the “integration of heaven and man” which 
is stressed in China, is extremely wonderful and harmo- 
nious. Although it has caused backwardness in the devel- 
opment of science and technology, it can remedy the 
shortcomings of modern Western culture. The cultural 
crisis in the West must rely on the East’s “integration of 
heaven and man” for its rescue. Luo Bu’s article holds 
that the theory that Western culture is characterized by 
the “separation between subject and object” and that 
Chinese culture is marked by the “intermingling of 
subject and object” or the “integration of heaven and 
man,” is nothing but a willful fabrication. His argument 
is not necessarily comprehensive, yet | basically agree 
with him. He says it only proves how pedantic we are if 
we think naively that from “the study of Chinese civili- 
zation” we can find the fundamental solution to China’s 
development and the pillar for rebuilding the national 
spirit, while treating Marxism as an alien culture and 
putting it aside. It is precisely based on such a pedantic 
view of cultural transformation that some people have 
tried to seek in pre-Qin mysticism the keys to understand 
contemporary civilization, and some others have advo- 
cated that China needs Confucius and Dong Zhongshu, 
and needs to rebuild a new philosophical system that can 
be on a par with Marxism. Luo thinks that we should not 
exclude the possibility that there are some people who 
wish to use the suspicious concept of the “study of 
China's ancient civilization” to achieve the purpose of 
squeezing the new socialist culture out of Chinese cul- 
ture. What he says might be excessive and improper, yet 
generally speaking, | agree with his arguments. I think it 
is a question to which historians and workers in the 
social sciences should pay attention. 


At present, it is indeed very important to inherit and 
carry on the outstanding elements of China's traditional 
culture. Comrade Luo Bu's article says that there was 
once the ultra-Left tendency of using ‘“‘Marxism- 
Leninism” to thoroughly negate traditional culture, 
resulting in a wound to the national spiritual culture 
which is difficult to heal. I think we should replace total 
negation with careful analysis and differentiation. Only 
in this way is it possible for us to inherit and carry on 
past traditions in line with the direction of na ‘onal 
progress. It is not an easy thing to discard the dross and 
learn from the essence because the essence and dross are 
not always clearly differentiated. Between the obvious 
essence and the obvious dross (both constituting only a 
very small part), there is a large amount of matter in 
which the essence and dross mingle. It is our task to 
analyze, differentiate, select, and digest things from a 
modern man’s point of view. By no means should we 
adopt an attitude of total negation or of indiscriminate 
acceptance. 
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On the one hand, we should open to the world today, and 
should fully and boldly learn from ali useful things of the 
West. We are not in favor of complete Westernization, 
however, and cannot forget to proceed from China's 
realities. On the other hand, it is necessary to show 
respect for China’s historical and cultural traditions, and 
to make good use of these cultural traditions to build 
socialist spiritual civilization and develop China's new 
culture. In no way should we take the decadent as 
miraculous and treat the dross as the quintessence of 
(iuinese culture to be inherited, thinking that they are 
the solution for the future development of Chinese 
culture, or even the future development of world culture. 


Comrade Luo Bu’s article has a subtitle, which is: “On 
an Ideological Tendency Meriting Attention.” I cannot 
tell how great will be the momentum of this tendency, 
but to my mind, it 1s an important issue. It is true that we 
want to make use of historical tradition to promote 
patriotism and build socialist spiritual civilization, yet 
we should never practice the doctrine of “*back to the 
ancients.” 


Peasants Write to Jiang on Rural Organizations 


11K0601100095 Beijing BAN YUE TAN in Chinese No 
25, 25 Nov 94 pp 4-7 


{Article by BAN YUE TAN Special Reporter Wu Fumin 
(0702 1788 3046): “The CPC Central Committee Has 
Our Matters at Heart—Whole Story About Seven Old 
Peasants Writing Letter of Thanks to General Secretary 
Jiang Zemin” ] 


|FBIS Translated Text] The news spread recently that 
seven old peasants jointly wrote a letter of thanks to 
General Secretary Jiang Zemin, earnestly affixing their 
seals or fingerprints. 


The seven peasants were from Wandui village of Xitao 
township in Jiangsu Province’s Muyang County. In their 
2,500-character letter, they reported to the general sec- 
retary in simple and unadorned language that thanks to 
his personal concern, the organizational building of the 
grass-roots party branches in Xitao township had been 
strengthened, the work style of cadres had changed for 
the better, the burdens on peasants had been reduced, 
and people had set their minds at ease. Both cadres and 
the masses now are united as one, are working diligently 
for economic construction, and are becoming rich 
through hard work. 


General Secretary Jiang Zemin likes to read letters from 
peasants. He is pleased to learn that over three years, 
Xitao township has changed from the county’s ‘“‘number- 
one poorest township” to an “overall advanced town- 
ship,” that peasants have shaken off poverty and solved 
the problem of having enough to eat and wear, and that 
they now have started to advance toward small-scale 
prosperity. Jiang particularly appreciated the following 
sentence in the peasants’ letter: “As long as cadres and 
the masses are united as one, even a poor township can 
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become rich and advance toward small-scale prosper- 
ity.”” Jiang Zemin said: Here, peasants have told us that 
it is a matter of primary importance and an urgent desire 
of the broad masses of people to strengthen the building 
of grass-roots party branches in ideology, work style, and 
organization. 


There is a story behind the general secretary's contact 
with these old peasants. 


In 1990, Xitao township suffered from an unusually 
serious natural disaster. As a result, agricultural produc- 
tion was greatly reduced, and the peasants lived in 
strained circumstances. In that year, per capita income 
was only 287 yuan, and the township was listed as one of 
the poorest towns and townships in Jiangsu. However, 
some cadres in Wandui village of Xitao township disre- 
garded the central authorities’ instructions on reducing 
burdens on peasants, and continued to squander collec- 
tive money on dining and drinking. In a few years, 
dining and drinking expenses were as high as 80,000 
yuan or so. There were 29 items related to arbitrarily 
collecting fees, indiscriminately imposing fine, and 
levying apportionments in an unjustified way. Peasants 
had many complaints about village cadres’ work style. 
They composed words for a flower-drum song aimed at 
opposing the “three disorders” so as to give these cadres 
a warning. This matter caught the attention of the 
Jiangsu Branch of the XINHUA News Agency, which 
sent senior reporter Zhou Zhenfeng to Xitao township in 
April 1991 to conduct investigations and to directly 
listen io local peasants’ opinions. Zhou Zhenfeng wrote 
an investigatory report, accurately depicting peasants’ 
life and the conflicts between cadres and peasants in 
Xitao township, and reflecting peasants’ opinions. 


There are always channels for the CPC Central Com- 
mittee to keep in touch with the masses. Very soon, 
General Secretary Jiang Zemin read the investigation 
report. On 15 June 1991, he wrote the following instruc- 
tions: “A specially assigned person should be sent to look 
into this matter. If this case is true, it really has made us 
boil with anger. Even Fan Zhongyan, a prime minister in 
the feudal period, said that he planned and worried 
ahead of the people. The case of extravagant eating, 
drinking, and squandering while the masses were suf- 
fering from an unusually serious natural calamity should 
be strictly dealt with.” 


To carry out the general secretary's instructions, the 
Jiangsu Provincial CPC Committee sent a special inves- 
tigation group. After carrying out investigations and 
studies, it proposed that in order to soive the problem in 
Xitao, work should begin with strengthening the building 
of grass-roots party organizations in terms of work style. 
In the spring of 1992, the Muyang County CPC Com- 
mittee appointed an outstanding young cadre, Chen 
Xue sing, as secretary of the Xitao Township CPC Com- 
mittee in order to to consolidate and strengthen the party 
organizations there. Immediately after taking office, 
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Chen Xueping visited the entire township, taking with 
him only solid food prepared for a journey. He had 
heart-to-heart taiks with party members and the masses, 
learned about the situation, listened to the masses’ 
opinions, and truly dealt with cases closely related to the 
interests of the masses, such as cadres’ violation of 
discipline, too heavy burdens on peasants, and the 
issuance of IOUs. He led the masses to engage in raising 
poultry and animals, planting fruit and mulberry trees, 
growing vegetables, and running enterprises. In leading 
the masses to find ways to enrich themselves, he brought 
the masses together again. 


The seven old peasants who had experienced such great 
changes wrote the following passage in their letter of 
thanks to the general secretary: ““The CPC Central Com- 
mittee knows what is on our minds and keeps us in its 
heart. The CPC Central Committee voices the griev- 
ances of the people and is always of one heart with the 
people.” 


General Secretary Jiang Zemin has the peasants of Xitao 
township of Jiangsu at heart, and shows concern for 
countrymen in the vast rural areas throughout the 
country. When he issued instructions on the problem of 
Xitao, he also instructed the Central General Office to 
send several investigation groups to several large agricul- 
tural provinces in the country. When they returned to 
Beijing with their first hand information, Jiang Zemin 
personally listened to their reports. Comrades of the 
investigation groups reported that peasants were strongly 
against the willful levying of fines and the arbitrary 
collection of fees. An old peasant said that if things went 
on like this, all that was needed was a Chen Sheng and 
Wu Guang [two peasant rebel leaders wvho eventually led 
to the overthrow of the Qin Dynasty]. Such very sharp 
criticism left a deep impression on Jiang Zemin. With a 
heavy heart, he said: “This is a warning to us. Our people 
are very good; they love the party, the country, and 
socialism. The key to cadre-masses relationship lies in 
whether or not our cadres persist in serving the interests 
of the masses whole-heartedly. If they pursue a bad work 
style, and hold themselves selves aloof from the masses, 
then it is difficult to prevent the intensification of 
conflicts. We must be very careful and must resolutely 
overcome all kinds of unhealthy trends.” 


After a discussion with other central leading comrades, 
Jiang Zemin decided to hold a discussion on rural work 
at the end of 1992, to specially study the issues of the 
rural situation, protecting peasants’ interests, and fur- 
ther arousing their enthusiasm for production. Before 
the discussion was held, Jiang Zemin personally went to 
the Jianghan plain in Hubei Province to carry out 
investigations and studies. On his trip, he asked driver to 
stop the car without pre-arrangement and visited peas- 
ants’ households. He wanted to listen personally to what 
the peasants had to say. 


During the four-day investigations, Jiang Zemin wrote a 
lot in his notebook, including peasants’ complaints, the 
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difficulties experienced by grass-roots cadres, reasons for 
the increase of production without the increase of peas- 
ants’ incomes, the key to solving the “IOU” problem, 
and so on. 


In Wuhan on 24-25 December 1992, Jiang Zemin pre- 
sided over a six-province discussion on agriculture and 
rural work. Based on reports submitted by various local- 
ities and on the information he had collected during his 
investigations, Jiang Zemin listed in his speech 15 issues 
with which peasants were dissatisfied. Jiang Zemin said: 
“What peasants want most from the party and govern- 
ment now is support for them to further invigorate rural 
operations, and guidance for them to enter the new area 
of the socialist market economy, get rid of poverty and 
become rich, and reach the level of small-scale prosperity 
as early as possible. What they fear most is that some of 
the rural policies and measures for the support of agri- 
culture are not implemented, or not fully implemented. 
What they are most dissatisfied with is that various 
quarters stretch out their hands to rural areas to squeeze 
agriculture, sponge off peasants, harm their economic 
interests, and dampen their enthusiasm.” 


At the meeting, Jiang Zemin emphasized that Comrade 
Deng Xiaoping had reminded us long ago that if our 
economy ran into difficulties in the 1990s, it might come 
from agriculture. If agriculture runs into difficulties, it 
will take years and years to reverse the situation, and the 
overall economic and social development will be seri- 
ously affecte’!. This earnest advise of Comrade Deng 
Xiaoping was based on years of experience, and we must 
keep it in mind. We must do more practical work for 
peasants, truly safeguard their interests, and protect their 
enthusiasm, so as to maintain the sustained development 
of our agricultural and rural economy. 


After the discussion, the CPC Central Committee and 
the State Council promulgated a series of policies and 
regulations on protecting peasants’ interests and 
reducing the burdens on them. 


“Feeding the people is the most important thing on 
earth.” “Without good agriculture, the situation will be 
unstable; without grain, there will be chaos.” Jiang 
Zemin has a deep understanding of all this. He has 
always attached importance to issues related to agricul- 
ture, rural areas, and peasants. When he took up the post 
of Shanghai mayor, the first thing he did was to take care 
of the residents’ ““vegetable basket.” He often said: “Ina 
large city like Shanghai, the situation cannot be stable if 
residents’ small vegetable baskets lack sufficient supply.” 
At the time, he often went to the vegetable market with 
his wife. While his wife bought vegetables. he asked 
about prices and observed residents’ sentiments. Now 
that he has been put in charge of central work, it is 
inappropriate for him to buy vegetables personally. but 
he gives the task to his family members, who often go to 
market to buy vegetables. They report to him on vege- 
table prices at all times. He also asks his relatives in 
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Shanghai to keep him informed of the vegetable market 
situation. From the “vegetable basket,” he can observe 
the situation at the “vegetable garden.” This “family 
information channel” and many other channels have 
enabled him to be always aware of the livelihood of the 
masses and the trends of agricultural production. 


In early 1993, Jiang Zemin learned via various channels 
that although the tendency of the burdens on peasants 
being constantly increased had been curbed to a certain 
degree following the six-province rural work discussion 
chaired by him at the end of 1992, and the national 
television and telephone conference presided over by 
Premier Li Peng, the overall situation was not satisfac- 
tory. After discussions, it was decided that an urgent 
notice on truly reducing peasants’ burdens be issued to 
the whole country in the name of the General Offices of 
the CPC Committee and the State Council. This docu- 
ment, issued on 19 March, urged number-one men in the 
central state organs and relevant departmenis to act 
immediately to sort out all previous documents 
involving the burdens of peasants. CPC committees and 
governments at all levels should take reduction of peas- 
ants’ burdens as their urgent political task, and put it on 
their agendas as a major item. 


Jiang Zemin has emphasized that the reduction of peas- 
ants’ burdens should be dealt with as part of the drive to 
oppose corruption and correct unhealthy trends. At the 
Second Plenary Session of the Central Discipline Inspec- 
tion Commission, held in August 1993, and the rural 
work conference held by the central authorities in 
October of the same year, Jiang Zemin repeatedly 
stressed that regulations on self-discipline and pro- 
moting the cleanliness and honesty of cadres at various 
levels must be drawn up so as to overcome those 
unhealthy trends the masses have bitterly hated. Jiang 
Zemin also demanded that capable cadres be sent to 
villages where conflicts were acute to do in-depth and 
painstaking work and to deal with hot issues to which the 
masses have reacted strongly. He also urged persistence 
in integrating ideological education with solving prac- 
tical problems so as to ease disputes, solve contradic- 
tions, and overcome negative factors. 


Less than six months later. in March 1994, the CPC 
Central Committee once again held a rural work confer- 
ence in Beijing. Before this conference, in January 1994, 
the State Council convened a “National Conference on 
the ‘Vegetable Basket’ and Work Related to Grain, 
Cotton, and Cooking Oil.” At both meetings, Jiang 
Zemin emphasized that grasping the “ree bag” and 
“vegetable basket” well is a key link m guaranteeing 
supplies and checking inflation. If the rural areas are 
stable and the fundamental position of agriculture is 
strengthened. the whole country will be stable, reform 
will progress smoothly, and our economy will develop in 
a sustained, rapid, and healthy manner. 


It is precisely under such major circumstances that great 
changes have taken place in Xitao township, in Jiangsu’s 
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Muyang County, over the past three years. The changes 
in Xitao which were described in the seven old peasants’ 
letter to General Secretary Jiang Zemin can be regarded 
as the epitome of the rural areas throughout the country. 


Article on Two Newly Published Poems by Mao 


11K0301145495 Beijing RENMIN KIBAO OVERSEAS 
EDITION in Chinese 27 Dec 94 p 3 


[Article by Wu Zhengyu (0702 2973 5940): “Inclined To 
Be Bold and Unconstrained, but Grace and Gentleness 
Was Not Lacking—on Reading Mao Zedong’s Two 
Newly Published Poems.” The following is a corrected 
version of this report, which was published in truncated 
form due to a printing error in the 4 January China 
DAILY REPORT, page 24] 


{[FBIS Translated Text! At a time when we are merking 
the 101st anniversary of the birth of Mao Zedong, the 
great man of a generation, two of his poems, which have 
not been officially made known to the public before, are 
published. Beyond doubt, this is good news for the 
masses of lovers of Mao Zedong’s poems. 


On | August 1957 Mao Zedong wrote a comment while 
reading the poenis of Fan Zhongyan [999-1052 AD, a 
Statesman and man of letters of the Northern Song 
Dynasty]: “There are two schools in poetry: one ts 
characterized by being bold and unconstrained, aid the 
other by being graceful and gentle. Each has its own 
sudden flashes of inspiration; both should be stud- 
ied....My interest inclines to the bold and unconstrained, 
but grace and gentleness is not lacking.” Mao Zedong’s 
poetic creation was similar to his interest in rcading 
poetry, inclined to be bold and unconsirained, but grace 
and gentleness was not lacking. Naturally, the bulk of his 
poems belong to the bold and unconstrained school; for 
example, the newly published ““Hongdu—or the Pattern 
of Qi Lu.” Very few belong to the graceful and gentle 
school, such as the newly published “On the Pillow—to 
the Tune of Yu Mei Ren.” There are others that straddle 
the two schools; for example, “An Untitled Piece—to the 
Tune of He Xin Lang [6320 2450 6745] [Good Wishes to 
the Bridegroom]. The poem “On the Pillow—-to the 
Tune of Yu Mei Ren.” dedicated to his wife Yang Kathui 
to express his heart's feelings when the two were not 
together for a while, was written in 1921. At that time, 
Yang Kaihui showed the poem to her bosom friend Li 
Shuyi [2621 3219 OO01}. In January 1957, when the 
journal SHIKAN [POETRY] carried 18 poems by Mao 
Zedong in its initial issue, Li Shuyi recollected the poem 
in question, and wrote to Mao Zedong, telling him that 
she could only remember the first two lines of the poem, 
and would lke him to fill in the rest. In May the same 
year, m hes reply to Li Shuyi, Mao Zedong said: “The 
poem Kathui mentioned was not so satisfactory: it is best 
to leave it alone.” Mao Zedong was very stnct and 
meticulous in his attitude toward poctic writing, and set 
very high requirements on his own poems. More ofien 
than not he would repeatedly revise his poems in ideo- 
logical content as well as ways of expression when he 
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found some points not satisfactory, and would not 
publish his poems readily. Perhaps that was one of the 
reasons the poet did not publish the relevant poem when 
he was alive. Mao Zedong set great store by this poem. In 
1961, he gave it to his guard Zhang Xianpeng [! 728 0103 
2590], and said: “You keep this.” Later, he revised a few 
points, and asked the head nurse Wu Xujun {0702 2485 
0689] to make a clean copy of it with a writing brush in 
winter 1973. Studying the manuscript of the poem, we 
found that the third and fourth lines of the first stanza 
did not rhyme, but the clean copy, deliberated on and 
finalized by the poet, showed that this point had been 
corrected. 


The title of the poem “On the Pillow” probably expresses 
the poet’s lovesick feelings. and misery of suffering 
insomnia on the pillow, or the possibility of the poem 
being composed on the pillow. The first stanza is 
devoted to depicting the sadness of not being together 
with one’s beloved. The word “heaps” is used figura- 
tively in exaggeration to express the poet's endless sad- 
ness. The expression “billows swirling in the sea™ reflects 
the extraordinarily strong attack of sadness, which would 
turn river and sea upside down beyond control. The first 
two lines remind the reader of lines by Li Qingzhao 
{1045-91151 AD, poetess of the Southern Song Dynasty}: 
““My only fear is that the load of sadness is quite beyond 
the small boat on the river,” which sings the same theme 
to a different tune. The poet is sad thinking of his 
beloved, and suffers from insomnia because of sadness, 
then he finds the night unbearably long and daybreak far 
away; helpk«sly, he puts on his clothes and sits up to 
look at the sky and count the stars. In the original 
manuscript, the fourth line reads “helplessly | put on my 
clothes, and sit up in the chill,” but in the handwritten 
clean copy it is altered, and reads “In loneliness, I sit up 
to count stars.” That 1s an excellent alteration. From 
“count stars” the reader detects the situation and feel- 
ings of the poet's loneliness and solitude, which is 
precisely the extraordinary inclination of the poem. The 
second stanza of the poem tells of the lovesick feelings 
for his beloved. The poet tosses and turns all night and 
cannot go to sleep until daybreak, when all thoughts are 
gone but memories of the absent beloved linger on. “But 
memories of the absent” is the finishing touch; now the 
reader comes to see the cause of the sadness and 
insomnia. “The absent” refers to Mao Zedong’s wife, 
Yang Kaihui. They married in the winter of 1920. From 
initial textual research, the temporary parting during the 
next year could have occurred at the turn of spring and 
summer. Mao Zedong headed for Yueyang, Huarong, 
Nanxian, Changde, and Xiangyang along the Dongting 
Hu to inspect school education and conduct social inves- 
tigation. They had married only a few months before, 
and the couple were very much in love. Consequently, 
the parting brought about especially strong sentiments in 
the newlywed husband. The last two lines depict how the 
scene has stirred up past memories, with his sadness 
doubled. A full moon arouses yearning for reunion, and 
a waning moon sadness over parting; this is a sentiment 
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shared by ordinary people. When the poet looks at the 
sinking, waning moon in the west, all sorts of feelings 
arise beyond his control; under such circumstances, he 
cannot hold back his tears. Such straightforwardness and 
strength in depicting the miseries of parting and lovesick 
feelings for the absent spouse is very characteristic, 
leaving the reader much food for thought. 


The poem provides the reader with a perspective char- 
acterized by sadness, solitude and desolation, in lan- 
guage that is popular, lucid and lively, free of allusion, 
simple but charming, natural and in good taste. In 
reading the poem, the reader will grasp a sense of the 
beauty of its mildness and tactfulness, fluency and 
lasting sentiment, and find it to be a fine aria. That was 
the first love poem ever written by Mao Zedong, who 
expressed the sweet love of a young couple in exquisite 
penmanship to show his genuine affection for Yang 
Kaihui. As a revolutionary in his prime, Mao Zedong. 
like ordinary people, could have his own love life, his 
own sadness involved in parting with his beloved. This 
poem has a certain value in studying Mao Zedong’s early 
life. 


““Hongdu—on the Pattern of Qi Lu,” written in 1965, is 
a poem with a political theme, in which the poet 
expresses his lofty aspirations. 


The first couplet of the poem starts with Nanchang. In 
the poem, Hongdu, the other name for the Prefecture of 
Nanchang in olden days, refers to today’s Nanchang 
City. The poet visited Nanchang in 1964; hence, 
“another year has passed” when he revisits Nanchang. 
Zu Sheng refers to Zu Di, the famous general of the 
Eastern Jin Dynasty. “Ji ji [2345 2813] means beating 
the oar in classical Chinese. In the late years of the 
Western Jin Dynasty, minority nationalities from the 
north founded states along the Huang He Valley: conse- 
quently, there was great turmoil in Central China. In 313 
AD Zu Di begged Yuan Di of the Jin Dynasty to conduct 
a northern expedition, and he was appointed Fen Wei 
[Brave and Mighty] General and simultaneously a super- 
vising official to Yuzhou. He crossed the Chang Jiang 
heading north, and beat the oar in midstream and 
pledged: “Should Zu Di fail to bring order out of chaos 
in Central China and restore its prosperity, he will be 
damned like the waters in this river!” Since then, **ji ji,” 
that is, beating the oar, has been used to refer to a 
patriot’s heroism and lofty aspirations to recover lost 
territory and render service to the motherland. The poet 
believes that Zu Di’s lofty sentiments and aspirations in 
his pledge to render service to the motherland have 
passed down to modern times. The meaning in the first 
couplet is profound and implicit, and worth the reader's 
savoring. Why did the poet recall the story of Zu Di 
beating the oar when he visited Nanchang? Because 
Nanchang is the very place where the | August Uprising 
in 1927 took place, it was precisely in the Nanchang 
Uprising that the first shot of the armed struggle against 
the Kuomintang reactionaries was fired, and thus the 
Chinese people’s army was founded. Later, with the 
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Autumn Harvest Uprising, the Chinese communists 
started to explore and open up the road for the Chinese 
revolution. That was an important step taken by the 
Chinese communists for the liberation of the mother- 
land, which was in distress at that time. 


From the story of Zu Di beating the oar, the poet recalls 
the story of Zu Di and his bosom friend Liu Kun starting 
to practice fencing at cocks’ crow. Zu Di and Liu Kun 
often encouraged each other in dispelling foreign ene- 
mies and rendering service to the motherland. Such 
being the case, when they heard the cock’s crow at 
midnight, they would rise and start practicing martial 
arts. The expression “at the cock’s crow” that begins the 
second couplet refers to the allusion of starting to prac- 
tise martial arts at the cock’s crow, to express the poet's 
concern about the fate of his country and determination 
to render service to the motherland. The line, “Long 
used to the rain under the southern sky” refers to the fact 
that the poet had lived in the southern part of China for 
more than 4 decades, experiencing ail sorts of stormy 
weather, including a nation in difficulty and danger and 
setbacks to the Chinese revolution. Even in his youth, 
Mao Zedong was bent on rescuing the nation and the 
people, and later on plunged into the torrent of the 
Chinese revolution. When he was thirty-something, he 
initiated the founding of the Central Revolutionary Base 
Area and, especially, he blazed new trails for the Chinese 
revolution with originality, thus making indelible contri- 
butions to the victory of the Chinese revolution. The 
second line of the second couplet depicts the poet's life as 
a soldier in the northern part of China. Having gone 
through the Long March, he eventually reached North- 
west China. During the War of Resistance Against 
Japan, he led the Eighth Route Army and the New 
Fourth Army in waging the magnificent and mighty 
Anti-Japanese War, and became a national hero who 
went down in history. During the War of Liberation, he 
mapped out plans, and commanded the People’s Liber- 
ation Army to fight decisive wars that shocked the world, 
and thus overthrew the Chiang Kai-shek regime and 
founded New China. The expression, “on horseback, 
whip in hand,” like the poet's expression, “on horseback, 
saber in hand” in another piece, “A Poem in Six Lines, 
Dedicated to Comrade Peng Dehuai,” is likewise mag- 
nificent and mighty, having great momentum. The 
second couplet is a highly condensed artistic generaliza- 
tion of the poet's revolutionary life. In the first half of his 
life is a vivid image. It will certainly become the lines 
most often quoted in the days to come. 


A sudden turn emerges in the third couplet; unexpect- 
edly, the poet talks of his sideburns turning white, and 
that he 1s getting old and weak, and a useless person at 
that. Waste means good-for-nothing. Could this be an 
old man looking at his image in the mirror, pitying 
himself? No! this is the poet sighing about his old age in 
a humorous tone. In Cao Cao's poem entitled “Gui Sui 
Shou [7898 7173 1108] [Longevity of the Tortoise”: 
“An old steed in the stable still aspires to gallop a 
thousand miles; the heart of a hero in his old age is as 
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stout as ever.” To my mind, when the poet wrote 
“Hongdu,” his frame of mind and aspirations coincided 
with the sentiments in Cao Cao's poem. He would never 
admit to himself being old, and he was really “as stout as 
ever.” That point ts revealed in the next line. Colorful 
and beautiful clouds are lofty ideals in figurative speech. 
The poet tries to convey the idea that despite the fact 
that he is getting old and useless, Marxist truth and 
communist ideals will always maintain their revolu- 
tionary youth; illuminated by the brilliance of scientific 
truth and revolutionary ideals, China will enjoy a new 
world of socialism and even communism. 


The last couplet expresses the poet’s yearning for China’s 
bright prospects. The line, “The waves behind always 
drive on those before” implies metabolism, the new 
superseding the old. In his poem, “Passing by Shaoxi,” 
Wen Xiang of the Song Dynasty wrote: “At the sight of 
the waves behind driving on those before, one sees better 
that the new always supersedes the old.” The poet 
indicates that when the new supersedes the old, and new 
things supersede old ones, China will enjoy continuous 
improvement, and make progress forever. The line, 
“Fresh grass and flowers are blooming everywhere along 
the river valley” vividly describes China’s bright pros- 
pects in the ascendant. The surroundings and scenes 
bring out the poet's sentiments; his earnest longing for 
China’s bright prospects, his feelings and the meaning 
conveyed in this poem are most touching. The last four 
lines reveal the theme with an implicit approach, with 
profound meaning, being rich in connotation and sym- 
bolism, while elevating the poem to a higher plane, 
augmenting its ideological value and artistic vigor. 


Like the bulk of Mao Zedong’s poems, “Hongdu” 
inherits and develops the style of the bold and uncon- 
strained school of the Song Dynasty represented by Su 
Shi and Xin Qiji. The poem boasts vigor and firmness in 
artistic conception, extensiveness in perspective, profun- 
dity in meaning, and exaltation in style. It is a fine poem 
full of vitality. and is capable of instilling in the reader 
strength, confidence and hope. 


Daily Explains New Format in Open Letter to 
Readers 

11K0601042995 Beijing RENMIN RIBAO in Chinese 1 
Jan 9S pl 


[By RENMIN RIBAO Editonal Department] 
{[FBIS Translated Text] Dear readers: 


Today is the first day of 1995. We wish you a very happy 
new year! 


With the approval of the party central leadership, begin- 
ning today, this newspaper will publish 12 pages each 
issue and corresponding adjustments will be made to the 
contents of various pages. This is the second expansion 
of this newspaper since | July 1956. 
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Since the Third Plenary Session of the 1 1th CPC Central 
Committee, reform and opening have brought strong 
vigor to our country’s socialist cause. After Comrade 
Deng Xiaoping gave his important talks in 1992, and 
after the 14th party congress, our cause entered a new 
period of vigorous development. Gratifying changes 
have continuously occurred in the political, economic, 
cultural, and all other aspects of the people’s lives. While 
facing such a vigorous and rapidly developing social 
environment, this editorial department found that the 
Previous quantity of pages was insufficient to cover the 
increasing quantity of news and information. In order to 
mitigate this contradiction and to satisfy the needs of our 
readers, this newspaper will increase from eight to 12 
pages each issue. The [word tndistinci] China edition of 
RENMIN RIBAO will publish 16 pages each issue (but 
still only eight pages on Sundays, New Year's Day, 
Spring Festival, Labor Day, and National Davy). 


After expansion, the contents of the newspaper will be 
arranged in the following way: The first eight pages will 
be used to publish domestic and international news— 
page one for important news; page two for economic 
stories: page three for political, legal, and social stories: 
page four for important news; page five for education, 
science, technology. and culture; pages six and seven for 
international news; and page eight for sports. Various 
features and special columns will be carried on pages 
nine through 12—page nine for letters from readers, 
theoretical columns, “Readers’ Friend” column, and 
feature stories about various localities; page 10 for 
“Rural Economic Affairs” column, literary and art crit- 
icisms, literary works, and “Economic Life” column; 
page |! for “Party Activities” column, “Legal Review” 
column, “Science and Technology Garden” column, 
“Cultural and Academic Trends” column, “Modern 
Youth” column, “Big Family of Nationalities” column, 
and documents, reports, recollections, and stories about 
Taiwan, Hong Kong, and Macao, digests, and photo- 
graphs; page |2 for the “Vast Land [Dadi]” supplement. 


We will take the page expansion as a good opportunity 
for improving propaganda and reportage and enhancing 
the quality of the newspaper, to better play the role as the 
organ of the CPC Central Committee and give better 
service to the vast number of readers. This 1s our sincere 
hope. After the page expansion, we will give more 
effective, pertinent, and profound publicity to the party's 
theory, line, principles, and policies. The newspaper will 
be made to be closer to the reality and to the masses. 
More profound reportage and news commentaries will 
be given on the issues about which the readers are 
concerned. The scope of our news coverage will be 
expanded and the quantity of information conveyed by 
the newspaper will be increased. New things, new 
achievements, fresh experiences, and new knowledge in 
all aspects will be covered. The proportion of reports 
about international aftairs wil! be increased and the 
contents of such reports will be enriched. While keeping 
the fine style of this newspaper. we will also further 
improve the literary style and will continuously make 
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new explorations in our news coverage, writing, and 
editing style so that more masterpieces can be created in 
our reports, commentaries, pictures, and page layouts. 
We will not let down our readers who have pinned great 
hopes in us and have shown great care for our work. 


RENMIN RIBAO is the party’s newspaper and ts also 
the people's newspaper. Under the guidance of Comrade 
Deng Xiaoping’s theory on building socialism with Chi- 
nese characteristics and the party's basic line, and under 
the leadership of the party Central Committee with 
Comrade Jiang Zemin at the core, we will orient our 
work to the needs of the general tasks and the overall 
situation and to the interests of the party and the people, 
improving our work step by step. We will successfully 
run the newspaper and give better services to the people, 
to reform and opening, and ‘9 the cause of socialist 
modernization. This is the duly of the entire staff of 
RENMIN RIBAO. The expanded newspaper will be sent 
to you issue by issue and we ardently look forward to 
your valuable opinions! The RENMIN RIBAO Editorial 
Department. 


*Ministry Suggestions on Social Security Reform 


95CE0126A Beijing JINGJI YANJIU [ECONOMIC 
RESEARCH] in Chinese No !0, 20 Oct 94 pp 10-18 


[Article by Dai Xinhan [2071 2450 3352], Yang 
Liangchu [2799 5328 0443], Ma Xiaoguang [7456 2556 
0342), Liu Yizhang [0491 5030 4545], Liu Jianzhou 
[0491 1696 3166), and Lu Qun [4151 5028], of the 
Combined Task Force on Feasibility Studies on Social 
Security Reform and the Collection of Social Security 
Taxes; Task Force director: Ye Zhenpeng [0673 2182 
7720), affiliated with the Ministry of Finance [MOF] 
Research Institute; leading units and leaders, Ma Junting 
[7456 7486 1694], affiliated with the Ningxia Finance 
Department, and Yao Chuanzhi [1202 9278 1807], 
affiliated with the Wuhan Finance Bureau; Participating 
units: MOF Research Institute Basic Theory Office, 
Central Finance and Barking Institute Finance Depart- 
ment, and Henan Finance Training School; edited by 
Zhong Cun [1813 1317]: “Basic Thoughts on Reforming 
China's Sociai Security System™] 


[FBIS Translated Text] Ever since the founding of the 
PRC, China has been establishing a social security 
system in areas such as pensions, unemployment, and 
health care, with all localities conducting a number of 
reform experiments in many areas in the last decade. But 
while these have played a positive role im securing 
employee health and living-standards stability, as wel as 
in speeding up economic growth. the steady intensil -a- 
tion of economic reform has left our current social 
security system hardly suited to the developmental needs 
of our socialist market economy. So in the course of 
establishing a socialist market economy, there is a 
pressing need to act in line with China's realities while 
drawing on successful international experience that ts 
suited to the developmental needs of China's market 
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economy, by taking reform steps such as collecting social 
security taxes and setting up a basic health care fund 
account, to establish a uniform, standardized, and effec- 
tive social security system and operating forces. 


I. Reform Thoughts and Program Options 


1. Basic Principles. A. We need to adhere to the principle 
of separate collection and payment, management, and 
use. China's current integrated social security fund suf- 
fers from the problem of no separation between collec- 
tion, management, and use, with a lack of mutual 
restraints and severe fund waste and abuse, making it 
hard to ensure that social security funds maintain and 
increase their value. So adhering to the principle of 
separate collection, management, and use will enable 
those involved in these three areas to attend to their own 
duties, achieving collection tolerance, management hon- 
esty, and use effectiveness, and realizing mutual over- 
sight among them. As this will be a crucial way to 
improve the social benefits and economic efficiency of 
our social security funds, it will eliminate the many 
drawbacks of the former “three-in-one™ system. 


B. We should uphold the principle of rational burdens on 
the state, collectives, and individuals. This means that 
the acquisition of social security funds must be suited to 
the endurance of these three parties, as exceeding the 
tolerance of any party would violate the original inten- 
tion of setting up a social security system. Meanwhile, 
this is also aimed at changing the past method of social 
security being completely assured by the state and enter- 
prises. by appropriately increasing individual assump- 
tion of responsibility in the area of social security, to 
reflect the feature of a unity of rights and duties. 


C. We must insist on the principles of uniformity, 
efficiency, a low starting point, low costs, and low 
criteria. Uniformity means that our social security estab- 
lishment eeds a uniform management agency, uniform 
collection ind payment regulations, and uniform legisla- 
tion. Efficiency will require the management agency to 
be streamlined and efficient, able to ensure the prompt 
collection, payment, and provision of social security 
funds, as well as being capable of raising fund use 
efficiency, to ensure fund hedging and appreciation. A 
low starting point means that in the initial stage of 
setting up a social security system, we need to begin in 
scope with cities and towns, starting first with key items, 
such as old-age, unemployment, and health care insur- 
ance, instead of arbitrarily expanding the security scope 
and items. Then as we raise our level of economic 
development and perfect our social security system, we 
can gradually expand its scope and increase its coverage. 
Low cost means that we need to change the past decen- 
tralized management and severe waste in our social 
security system, setting up a centralized and uniform 
social security agency that will have lower management 
costs. And low criteria mean that our standards for 
obtaining and granting social security funds must not be 
too high, but rather suit the current level of enterprise 
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and individual endurance, as well as to the level of 
development of our productive forces. 


2. Program designs and options for social security 
reform. Based on the above principles, China's social 
security program design needs to be suited to our market 
economy needs, as well as built on our existing national 
foundation, with the adoption of a feasible step-by-step 
application program. We now mainly need to solve the 
social security problems of urban employees, mostly in 
areas such as pensions, unemployment, and health care. 
In light of this, we hold that using the model of collection 
of social security taxes to replace our current integrated 
social security method will be the best option for elimi- 
nating the disadvantages of our current integrated 
method to achieve the above-mentioned social security 
objectives. 


1. Collection of social security taxes will help to legalize 
the management of our whole social security enterprise, 
establishing a standardized system of duties and rights 
for collection, use, management, and fund management. 
Our current integrated social security system is subject to 
both vertical and horizontal management. with separate 
management bodies in sectors such as labor. personnel, 
public health, civil administration, and insurance com- 
panies, for a “five-part control” order: collection, use. 
and management are not separate and fund imbalances 
lack uniform management, which lowers social security 
fund use efficiency while keeping the role of social 
security from being brought into full play. But once 
social security taxes are collected nationally, a uniform 
management agency set up by the state will draw up 
uniform legislation on collection, use, management, and 
fund-imbalance management, which will contribute to 
the legalized and standardized management of our whole 
social security system. 


2. Collecting social security taxes will contribute to fair 
burdens. Our current integrated social security system 
has decentralized management, causing quite a gap in 
financing percentages, as high as 39 percent in some 
provinces, while only 15 percent in others. These varying 
financing percentages cause unequal burdens, which are 
adverse to fair competition among enterprises and free 
workforce mobility. Social security taxes will consolidate 
all social security financing percentages in tax-law form, 
with uniform percentages achieving “vertical fairness” 
of the social security burden by “higher incomes 
meaning higher payments, and vice versa,” and “lateral 
fairness” by a consistent burden on those with the same 
incomes, thus promoting fair market competition. 


3. Levying social security taxes will be favorable to 
uniform fund management. Our current integrated 
social security system is a management system tn which 
“each does things in his own way.” unavoidably causing 
conflicts, such as older cities being heavily burdened 
with retirement pensions, and thus unable to cope with 
social security fund shortages. while newer cities have 
lighter pension burdens, so that the same financing 
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percentage produces large social security fuxrd surpluses, 
and remote border regions having trouble ensuring social 
security expenditures due to economic backwardness, 
while coastal zones have abundant social security funds 
because they are economically developed. But levying 
social security taxes, with the central government con- 
trolling the social security budget balance and some 
social security funds, to balance interregional a> inter- 
industrial social security fund imbalances can ei! -iively 
eliminate these conflicts and promote the sound devel- 
opment of our whole social security cause. 


4. Imposing social security taxes will help ensure revenue 
stability and dependability. Since our current integrated 
system has been in effect. many localities have been 
plagued with enterprises not paying, paying late, or 
underpaying social security funds, which has affected the 
normal operation of our social security balance. And 
arbitrary changes in the integrated system and percent- 
ages have also dampened the initiative of certain enter- 
prises and individuals to pay into the social security 
fund. So imposing social security taxes in legal form will 
preserve longer-term continuity and stability of social 
security financing, while ensuring prompt and full pay- 
ment by all units and individuals shouldering the social 
security obligation. Then when delayed payments, 
underpi yments, or nonpayments occur, legitimate legal 
procedures can be drawn on to withhold and collect 
payments, preserving the legality of the social security 
cause, and ensuring normal operation of our whole social 
security mechanism. 


5. Collection of social security funds in tax form by the 
state will help establish standardized fund budget man- 
agement, forming a mechanism to consolidate fiscal 
rights, responsibilities, and interests. When social secu- 
rity disbursements peak so that receipts do not meet 
expenditures, state financing can ensure disbursements; 
and when there is a balance, state revenue can buy 
national treasury bonds to ensure fund hedging and 
appreciation to prevent investment risk. Meanwhile, this 
also helps to strengthen state macroeconomic regulation 
and control financial capacity. This is precisely why, 
after much investigation, study, and calculation, we are 
setting forth the following two design programs: 


1. The “One-Tax One-Cost” Program, or 
Changing the Current Integrated “Two Funds” to 
Collection of Social Security Taxes, with Health Care 
Security Practicing an Individual Health Care Fund 
Account System. 


1. Levying social security taxes to collect pension and 
unemployment insurance funds from urban employees 


A. Social security tax collection 


Taxpayer determination: To change the current narrow- 
ness of our social security scope, social security taxpayers 
should not be limited to state enterprises, but ought also 
to include uroan collective, “the three kinds of foreign 
trade,” joint-stock, private enterprises, and individual 
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enterprises, as well as administrative institutions and 
social groups, and the employees of these enterprises and 
units. Peasants in cities working in lines such as industry, 
commerce, construction, transportation, and service, 
must pay social security taxes just like urban employees. 
We regard administrative institutions and social groups 
as taxpayers to preserve social security tax fairness and 
standardization. While administrative institutions and 
social groups are not operating units, so are not able to 
pay taxes, the social security tax is a specific-goal tax, so 
can be collected from them, but must be listed as a 


budget outlay. 


Tax target determination? Wage and salary income 
should be regarded as the tax target. The tax targets are 
enterprise and unit employee payrolls, employee wage 
and salary income, and the income on which individual 
and private enterprise owners pay income taxes. 


Tax rate determination: This is the difficulty, as well as 
the priority, of our whole social security reform, as the 
rationality of tax rates will affect smooth operation of 
our whole social security system. In light of the general 
trend of the future steady ageing of the Chinese popula- 
tion, we need to design our tax rates to ensure thal some 
social security revenue accumulates to meet the needs of 
steadily expanding future social security expenditures. 
Based on China's realities, we should first design an 
overall flat tax rate, and then break it down to separate 
enterprise, unit, and individual tax rates based on enter- 
prise, unit, and individual tolerance. 


Step 1: We need to forecast and estimate all basic data 
needed to calculate social security tax rates for 1993 to 
2000. Based on the relevant data from 1982 to 1992 and 
the pertinent data in our 10-year national economic and 
social development program, we have made the fol- 
lowing projections. From 1993 to 2000, we project 
average annual growth of 2.4 percent for urban 
employees, !6.5 percent for urban employee payrolls, 5 
percent for sick and retired employees, 9 percent for 
inflation, i@ percent for our reserve investment yield, 
and 5 percent as the warning line for our unemployment 
rate. 


Step 2: We need to project our social security expendi- 
tures for 1993 to 2000. 1. For projections on our 
changing trends in urban-employee and retired- 
employee numbers, see Table |: 


Table 1. Unit: 1 Million People 


Year Employee Retired Retiree to 
Numbers F mployee Emplovee 
Numbers Ratio (%) 
1992 147.9 260 17.6 
a a 
1993 181.4 27.3 180 
1994 185.0 28.7 18, 5 
} 
1995 158.7 w.1 190 
2000 178.7 4 21.5 
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2. For projections on old-age insurance pension and unemployment insurance fund expenditures and their ratio to 


payrolls, see Table 2: 
Table 2. Unit: 1 Billion Yuan 
Year Payroll Old-Age Insurance Pen Unemployment Insur- Ratio of Oid-Age Insurance Penssons 
soons ance Funds and Unemployment Insurance Funds 
to Payrolls (%) 
1992 393.9 62.2 13.8 19.3 
1993 458.9 (Real 477.0) 718 16.1 192 
1994 $34.6 83.1 ISG 19.1 
1995 622.8 95.8 218 18.9 
2000 1,336.5 187.7 465 17.6 


Projectec-data explanation: Old-age imsurance pension expenditures = the preceeding year s per employee average pension x (1 + 10%) x the year's 
retired employee numbers (of which 10% is the pension hedge ratc). uneriployment insurance fund ex pend’iures = the year’s gross number of 
employees x the unemployment rate (5%) x the unemployment insurance fund provision standard (the unemployment insurance fund provision 


standard 1s 70% of the year's average annual employee wage) 


While these projections are quite rough, they do reflect 
the changing trends in China's old-age insurance pension 
and unemployment insurance fund expenditures for 
1993 to 2/00. This results in a 20-percent rate approxi- 
mating China's current “two-fund”™ integrated burden on 
enterprises, with this rate tending to fall after 1995, 
which will contribute to the accumulation of some social 
security funds, thus coping with the steadily heavier 
needs of China’s future population aging. So we hold that 
the tax rate for collecting social security taxes for the two 
items of pensions and unemployment should be 20 


percent. 


Taxpayer burdens: Of the 20-percent flat tax rate, enter- 
prises and administrative institutions should assume 1|7 
percent, with individual employees assuming 3 percent a 
month. Again, we should not additionally differentiate 
pension and unemployment tax rates. Starting collection 
point: We need to set the minimum standard cost of 
living for urban individuals within provinces. with all 
individual employees who exceed the minimum living 
cost standards by more than 100 percent (including the 
employce-supported population's living costs) to pay 
taxes at the provided rate. Enterprises and administra- 
tive institutions will have no set starting point. Financial 
handling provisions: All enterprises that pay social secu- 
rity taxes will be allowed to list them as management 
fees, to calculate product costs; administrative institu- 
tions will list them in their current expense budgets, 
listed as budget expenses of state finance at all levels; the 
individual payment part can be deducted from personal 
income, for an exemption from payment of individual 
income taxes. The fiscal impact: Social security taxes will 
be shared by the center and localities, with local finance 
keeping 80 percent to arrange local social security 
spending. while 20 percent will be paid into central 
finance to meet the needs of regional adjustments of 
national social security spending. Meanwhile, local 
finance will assume the management costs of local social 
security collection, disbursement, and management 


agencies, while central finance will assume the manage- 
ment cost at the central level. B. Social Security 
Spending Terms and Uses 


Social security tax uses: Urban employee old-age insur- 
ance. unemployment security, unemployment relief, and 
reemployment training, etc. 


Social security fund spending terms and criteria: 


1. Old-age insurance pension provision terms and cri- 
teria: New employees starting work must pay soci 
security taxes, being able to draw full pensions after only 
30 years, with all who do not meet the 30-year criteria 
being subject to a reduced pension standard; all 
employees who began working before the new system 
went into effect, and who by retirement age have not yet 
paid 59 years of social security taxes, will be paid full 
pensions, but will have to pay social security taxes per 
provision on those terms. The standard for employces 
drawing pensions is that the full pension will be 90 
percent of the average wage made by the employee 
during the 3 vears before retirement, with those not 
meeting these terms being provided pensions at reduced 
percentages. 


2. Unemployment insurance provision terms and cri- 
teria: Al! individuals who pay social security taxes per 
provision while working are qualified to receive unem- 
ployment insurance funds, with the only caveat being 
that the tax-payment period must not have been shorter 
than | year. Unemployment insurance funds may be 
collected for no longer than | vear. The unemployment 
insurance fund provision criteria are that those contin- 
uously unemployed for less than 6 months will be 
provided with 80 percent of their monthly employee 
wage before becoming unemployed, with those unem- 
ployed for 6 months to | year being provided with 50 
percent, and those unemployed for longer than | year no 
longer being provided with unemployment insurance 
funds. Unemployment insurance funds will also provide 
job training services for employees who paid social 
security taxes, providing unemployment insurance 
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funds, study material fees, and management fees during 
the training period. C. Social Secunty Fund Manage- 
ment 


1. We will set up a social security administration, sub- 
ordinate to the labor sector, whose key duties will be 
formulating national social security policies and legisla- 
tion, overseeing national social security tax payments 
and employee job and unemployment changes, regularly 
disbursing employee pensions and unemployment insur- 
ance funds, and providing job training and guidance for 
the unemployed. 


2. The tax sector will be in charge of social security tax 
collection, formulating social security tax collection reg- 
ulations, overseeing taxpayer payrolls and income 
changes, and ensuring that social security taxes are 
collected and paid promptly and in full. 


3. The finance sector will be in charge of working out the 
social security budget, bringing the social security bal- 
ance into line with budget management, and being 
responsible for transferring social security expenditures 
to the social security administration, it will oversee 
social security tax collection and social security spending 
use and results, ensuring that accumulating social secu- 
rity funds hedge and appreciate; it will draw up financial 
management regulations for the social security balance; 
it will appropriate budget experses for the social security 
management agency. 2. Setting up an individual health 
care insurance fund account 


We will draw on Singapore's fund-system experience by 
establishing in China an urban employee individual 
health care insurance fund account system, so that health 
security is linked directly to individual interests, and, 
through establishing self-restraint forces, solve China's 
longstanding problem of health care cost “big-pottism”™ 
and improve our health care insurance fund spending 
efficiency. 


A. Regulations: Individual employees and their enter- 
prises and units will each set aside 5 percent of monthly 
payrolls as a health care insurance fund. The monthly 
set-aside of individual health care funds will be depos- 
ited in employees’ names, with interest payment and 
individual employee ownership. The social security 
administration's subordinate health care security agency 
will have the authority to turnover and regulate the fund 
balance. 


B. Uses: Individual empioyee health care costs and 80 
percent of directly related family member (parents, 
spouse, and children) health care costs. 


C. Management: We will establish a health care fund 
management agency directly subordinate to the social 
security administration, to oversee individual health 
care fund set-aside and use. If enterprises and units do 
not pay or pay late, this health security agency will notify 
banks for coerced payment. Individual use of health care 
funds must be examined and approved by local health 
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Care security operating agencies, with overspending paid 
by individuals themselves. Year-end account balances 
will be carried over to the folowing year for continued 
use. As to the national individual health care fund 
accou..1 balance, it 1s provided that this will be used to 
purchase nonfixed-ierm government bonds. 

D. An analysis of enterprise and individual endurance. 
We hold that payment by enterprisz; of 5 percent of their 
employee payrolls into the individual health care insur- 
ance fund will not only not increase burdens, but will 
lighten them instead. This 1s because the current enter- 
prise burden of employee health care costs far exceeds 5 
percent of employee payrolls. In 1992, for instance, the 
real state-unit burden for working and nonworking 
employee health care costs of 31.84 billion yuan was 10.3 
percent of that year's state-unit employee payroll of 
309.04 billion yuan. It is thus obvious that in addition to 
paying 5 percent into the health care insurance fund. 
enterprises can also appropriately take from enterprise 
employee wages some financial resources to increase 
health care subsid’ss, to better endure the employee 
health care security burden. As to the individual 
employee payment of 5 percent into the health care 
insurance fund, while this may be difficult for some 
lower-income employees, wage-structure reform will 
solve this by including health care security funds in 
employee wages so that as employee incomes rise it will 
be sustainable. Moreover, as health care insurance fund 
payments will be kept in special individual deposit 
accounts, this will change not income-distnbution own- 
ership, but rather only income-payment use, and thus 
will be quite easy for employees to accept. 

E. We need to improve the restraint forces on both 
health care service providers and users. 


As to health care service users, the establishment of 
individual health care accounts and steps such as man- 
datory health care savings, self-financing, and “reim- 
bursement limits” for major illnesses, will raise indi- 
vidual cost awareness, and result in a conscious curbing 
of nonessential health care consumption to form a self- 
restraint force. As for health care service providers, 
improving our hospital-item charge (payment) system 
and practicing an average bed-day, unit-price, fixed- 
charge (payment) system, will spur hospitals to adjust 
their service structures on their own initiative, reduce 
nonessential medicine use and unnecessary examina- 
tions, and strive to lower their percentage of drug and 
examination costs in their bed-day fixed charges, which 
will ensure rational compensation for health care ser- 
vices, while reducing unnecessary health care insurance 
costs. 


Pregram 2: C Social Security Taxes, with the 
State Handling F Sources for the Three Items of 
Pension, U and Health Care Insurance 


Through Revenues, and Social Security Taxes Shared 
by the Center and Localities. 1. Social security tax 
revenue 

Social sccurity tax taxpayers, tax-payment targets. 
starting points, and financial dealings will be the same as 
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in the first program, with only the tax rates and tax- 
burden distribution differing somewhat from the first 
program. 


A. Tax rates. The current ratio of enterprise payment of 
“two labor funds” to enterprise payrolls is 23 percent, of 
which the enterprise burden is 20 percent and the 
individual burden is 3 percent. Once this is changed to 
collection of social security taxes, the first program 
projects a tax rate for collection and payment of the “two 
funds” of 20 percent. If we add to this health care 
insurance, we will need to maintain a basic balance of 
real health care insurance receipts and spending which, 
at our current ratio of public health care spending to 
payrolls of about 10 percent, minus certain irrational 
factors, will mean a health care security burden of 8 
percent. So our social security tax rate would reach 28 


percent. 


B. Fiscal impact. The setting of the above three insur- 
ance tax rates includes management-cost spending, with 
the management-cost spending of the collection, man- 
agement, and use agencies for these three insurance taxes 
all being the burden of state finance at the same level. 
The data show that 1991 costs of our integrated “two- 
fund” pension and unemployment management of 722 
million yuan stood in a ratio of 2.9 percent to our gross 
“two-fund™” spending. Projecting pension, unemploy- 
ment, and health care insurance spending cf 3 percent, 
the state finance burden for social security management 
cost would be 3.74 billion yuan for 1993, 4.35 billion 
yuan for 1994, and 5.02 billion yuan for 1995, or about 
1 percent of revenues for the respective years, so would 
still be sustainable as far as state revenue is concerned. 


C. Tax burdens. Once the social security tax rate is 
adjusted to 28 percent, the burden would be 25 percent 
on enterprises, with the other 3 percent on individuals. 
As it would obviously be irrational if individuals did not 
assume part of health care insurance costs, we hold that 
of the additional 8-percent health care insurance, indi- 
viduals should assume 3 percent, with enterprises being 
responsible for the other 5 percent. This would reflect 
the principle of burdens corresponding to benefits, while 
lightening the burden on enterprises. This adjustment 
would put the enterprise burden at 22 percent, and the 
individual burden at 6 percent. 


D. Revenue projections. Pension insurance should 
remain at its current level, with a surplus, unemploy- 
ment insurance, projected at a top unemployment rate of 
5 percent (the warning iine), should also have a surplus; 
but health care insurance, projected from its real 1993 
level, will be estimated to have no surplus. and possibly 
even a shortage. We could resolve our health care insur- 
ance fund shortage by cither raising our health care 
insurance tax rate | percent, or transferring some of our 
other two insurance fund balances. 2. Social security tax 
spending 

The internziional practice is that social security taxes 
should be broken down into the three sub-items of 
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pensions, unemployment, and health care, with the tax 
rate broken down as 17 perceni for pension insurance, 3 
percent for unemployment insurance, and 8 percent for 
health care insurance. Once our social security taxes are 
centralized, we should separately set up at these three 
rates pension, unemployment, and health care insurance 
funds, with different special agencies in charge of their 
details. The terms and criteria for receiving unemploy- 
ment and pension insurance funds would be the same as 
in program onc. But the terms for receiving health care 
insurance funds would be that individuals and their 
work units would have to have paid social insurance 
taxes per provision. The disbursement criteria would be 
handled differently according to the various health care 
categories. Individuals would be responsible for 20 per- 
cent of minor illness costs, but for only 10 percent of 
major illnesses where the medical costs are over 500 
yuan, with the health care insurance fund assuming all of 
the rest. 3. Social security tax managment would be the 
same as in the first program. Il. An Assessment and 
Empirical Analysis of the Two Programs 


1. A compar son of the two programs. Plan one would 
change our current integrated pension and unemploy- 
ment “two funds” to collection of social security taxes, 
changing free and labor-insurance health care to a system 
of individual health care insurarice fund accounts. This 
plan is similar to our original integrated system. having 
several obvious advantages: A) |\ would clearly lighten 
enterprise burdens, raising and lowering individual bur- 
dens. While the state would assume management costs of 
the social security agency, its real burden would be 
essentially the same. In short, it would ensure the three 
securiiy-spending needs. B) The tax sector would consol- 
idate the collection of social security taxes, with the 
finance sector consolidating the formulation and man- 
agement of the social security budget, and the social 
security sector consolidating the management of social 
security fund disbursement and policy and legislation 
formulation, to change the status quo of multiple man- 
agement, fund dispersion, and severe waste. C) As its 
establishment of individual health care insurance fund 
accounts would deposit the funds in individual employee 
health care insurance special accounts, which would be 
directly linked to individual interests, this would estab- 
lish a self-restraint force for health care insurance, 
helping to control the unchecked growth of health care 
costs, and solving the longstanding problem of health 
care costs “all eating out of the one big pot of enterprises 
and the state.” 4. It would exempt enterprises from 
routine social security work burdens. So this plan would 
be easy for all parties to accept, while being quite 
serviceable. 

The second plan would bring the three insurances of 
pensions, unemployment, and health care under social 
security tax financing, with its major advantages being 
that it would help to achieve standa’ aized and legalized 
management of our whole social security fund collection, 
disbursement, management. and fund balances, contrib- 
uting to fair burdens, uniform fund regulation, and 
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revenue stability and reliability. Meanwhile, 11 would 
bring pensions, unemployment, and health care all 
within the scope of social security tax collection, being 
more streamlined in form than the first plan's “one-tax, 
one-cost,” with enterprises, units, and individuals not 
having to go through the two sets of formalities of paying 
both taxes and costs, which would economize on man- 
agement costs and facilitate uniform management. But 1 
would include health care in social security taxes and, as 
health care costs lack standards, it would be hard to 
control health care cost growth, which would abet the 
phenomenon of health care security “big pottvsm.~” And 
its 8-percent health care security tax rate would hardly 
meet health care spending needs, which would put a 
heavier fiscal burden on the state. 


So through this comparison, we hold that on current 
terms, the first plan would be better than the second one. 
2. An empirical analysis of the two plans. 


To make an initial assessment of the feasibiity and 
effectiveness of these two plans, we took a certain large 
and old industnal city as an example in which to conduct 
sampling and demonstration. Based on a full under- 
standing of that city’s conditions in areas such as pen- 
sions, unemployment, and health care. we invited sectors 
such as system reform, labor, public health, taxation, and 
insurance, as well as regional, county, and enterprise 
officials, to a special forum to demons'r=ie these plans. 
We also made a priority analysis of seven enterprises, 
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such as the X Steel Group, the X Commercial Group, the 
X City No. Five Cotton and Enamel Corps, the Munic- 
ipal Grain Corp, the Municipal Wholesale Hardware 
Co., and the X City No. 2 Flour Mill. Preiections showed 
that both plan design: were feasible, essentially able to 
achieve the anticipated results of “the enterprise burden 
being somewhat lighter, the individual burden being 
heavier or lighter by case, the fiscal burden being basi- 
cally the same, and the three security spending needs 
being ensured.” The projected result of such operations 
would be that they would contribute to China's estab- 
lishment of a uniform, standard, and efficient social 
security system. 


A. The enterprise burden would be somewhat lighter. 
Our survey found that the spending burden on budgeted 
State enterprises in X City in the three areas of pensions, 
unemployment, and health care is pow quite heavy. 
According to the pertinent central and local government 
provisions, in 1993, old-age insurance accounted for 
22.5 percent of enterprise payrolls, with unemployment 
insurance making up | percent. For 1994, the old-age 
insurance ratio was adjusted to 27 percent, with health 
care costs being dealt with by all enterprises differently, 
but their real burden not exceeding 8 percent im any case. 
In this way, the three expenditures generally stood in a 
ratio to payrolls of 31.5 percent in 1993 and 36 percent 
for 1994. By particular type of enterprise, the burden 
varied shghtly. For sampling data, see Table 3: 


Table 3. 
Industry Year | Pension Spending | nemploy ment Health Care Three-tiem Total 
Ratro (%) Spending Ratio (%) Spending Ratio (%) 

Munn ipal Budgeted 1992 22 i 128 “3 
Commercial Emter- 
prises 

1993 24.5 1 168 4) 3 
Municipal Budgeted 1992 22.5 ! 16.5 40 
Graen Emterprises 

1993 24.5 i 14 95 
\ Stee’ Group 199) 22 ! 74 we 

1993 272.5 1 . 5 
\ Cormmercial 1992 22.5 ' 66 wi 
a =o 

1993 22.3 ! 49 284 


1. According to Plan |. the tax rate for the collection of 
social security taxet for the two items of pensions and 
unermployment would be 20 percent. of which enter- 
prisss and administrative institutions would bear 17 
percet and ind‘vidual employees 3 percent. As to the 
10-percent nealth security fund, units and individuals 
would each bear one-half. This wov'4 out the enterprise 
burden for the three expenditu:es of pensions, unem- 
ployment. and health care at 2 percent, down respec- 
tively 9.5 pomts and 14 points from the average burdens 
on budgeted state enterprises in X City in 1993 and 1994 


of respectively 31.5 percent and 36 percent. 2. Plan 2 
projects the enterprise burden for the three items of 
pensions. unemployment, and health care at 22 percent, 
making the projected results consistent with those of 
Pian |. B. The individual burden would be heavier or 
lighter per case. 

1. The extent of increase of the individual burden. Plan 
1 proyections show that of the 20-percent social security 
tax rate for the two insurances of old age and unemploy- 
ment, the individual burden would be 3 percent. While 
the individual set-aside of 5 percent of monthly wages 
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for health security funds would have individuals bearing 
one-half of the burden in name, as this 5 percent would 
actually be deposited in individual health care accounts. 
with ownership by the individual, payment based on usc. 
and balances belonging to individuals, the particular 
individual burden would rise or fall somewhat differ- 
ently based on individual consumption. Plan 2 projec- 
tions show that of the 28-percent social security tax rate 
covering the three insurances of pensions, unemploy- 
ment, and health care, the individual burden would be 6 
percent or, compared to Plan |. the individual burden 
for health care insurance would go up 2 percent. 


2. The individual endurance of such expenditures. Plan 
1 proyections show that the individual burden for social 
security taxes of 3 percent should not be a probiem 
because: A) Most employees are already actualy paying 
such costs in 1994. B) In light of the steadily declining 
ratio of basic living costs in the individual cost-of-living 
spending, a }-percent tax burden would be sustaimabic. 
The data show that enterprise employees im the X City 
integrated system carn average wages of 2.587 yuan a 
year, or 215.58 yuan a month, so that at the 3-percent 
rate, individual tax payments would average 77.61 yuan 
a year, or 6.47 yuen a month. Plan 2 projects an 
individual burden for social security taxes of 6 percent. 
with mdividual tax payments averaging 155.22 yuan 2 
year, or 12.94 yuan a month. 


3. The health care subsidies that would change from 
overt to covert should be included in wages. We could 
specifically set subsidy quotas for enterprise welfare 
payments to individual employee health care subsidies 
by factors such as employee jobs, semority, and merit. 
For projections on the real average annual per capita 
health care spending of the seven enterprises in X City 
for 1993, see Table 4: 


Table 4. Average Annual Per Capita Health Care Subsi- 


dies 
Lit Average Al the 6- [Average * at the 
Annual Percent Annual 6 Percent 
Per ( aprta Taxable Pr Capra Taxable 
Wage Rate Health Rate 
(Yuan) ( are Sub- 
vids 
a SE — —— —~4—— -—__— - 4 
X Steel 6 We 05 1% 4132) oR 
\ Com. 18) 1 46 2294 1RR RR ae) 
mercial 
on ee —_ 
f name! int? ee 9707 248 66 232.2 
C 
Com | fate Deni 
X City No 1 SIR OR 91.12 $2 06 s7y 
5 Cotton 
SS — —— a 
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Table 4 shows that of these seven enterprises, except for 
the special cases of No. 5 Cotton and X Commercial, the 
per capita health care subsidies of the other five were 
higher than the 6-percent tax rate, with three of them 
being twice as high. It 1s thus obvious that if enterprises 
change subsidies from covert to overt to include subsi- 
dies in wages, an individual payment of a 6-percent 
social security tax would be tolerable. 


The data show that the per capita monthly health care 
spending for employees in municipal-level administra- 
tive units by X City Finance in 1993 averaged 54.31 
yuan for all municipal employees, including 27.39 yuan 
for ordinary cadres. So even if ordinary cadre subsidies 
are included im wagcs, administrative-unit employees 
will be able to endure the tax payments. C. The fiscal 
burden would remain essentially the same. 


i. Plan | projects two fiscal burdens: A) Social security 
sector Management cost spending would be changed to a 
fiscal burden. For instance, the current management cost 
set-aside ratios for X City’s pension and unemployment 
management agency are: The social security agency's 
management costs are a respective I-percent and 5- 
percent set-aside for retirement funds and contract- 
system pension income, with the unemployment relicf 
agency's management costs being a 7-percent set-aside of 
annual revenue, with these twe management costs total- 
ling 10.94 milhon yuan in 1993. This includes social 
security agency management costs that are not deposited 
in special fiscal accounts, which prevents effective fiscal 
oversight, and have widespread spending and high stan- 
dards, especially high spending on vehicle purchases and 
housing construction. Once these are changed to fiscal 
burdens, costs should be reevaluated based on autho- 
rized levels. Projecting for 1993 for instance, the X City 
pension and unemployment management agency had 
281 staffers, so that calculated at an average manage- 
ment cost per person of 5,000 yuan, the annual fiscal 
burden would be about 1.4 million yuan, for reduced 
spending of around 9.5 million yuan. B) There would be 
fiscal responsibility for the tax costs of the three imsur- 
ances of pensions, uncmployment, and health care of 
administrative-unit employees. Corrected for 22 percent 
of payrolls of municipal administrative units in 1993 
being the fiscal responsibility, the year’s retirement costs 
and public health care spending would be down more 
than 80 million yuan, or over 40 percent. which funds 
could essentially resolve the corresponding spending of 
administrative unit shortages for the three insurance 
taxes that are subsidized at set percentages by static 
finance. So state revenue would have to come up with 
only already arranged funds, with no new spending. 


2. Plan 2 projections are that the fiscal burden would be 
the same as in Plan |. D. Once the enterprise burden 1s 
lightened, the collected social security taxes are proyected 
to ensure essential spending. 
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A static analysis shows that the first plan’s projected 
20-percent tax rate, of which enterprises would assume 
17 percent and individuals 3 percent to lighten the 
enterprise burden, could ensure expenditures with its 
20-percent collection of the two insurance funds for 
pensions and unemployment. !) As the practice of our 
current method leaves a balance, the new plan could 
even more so increase revenue and cut spending. The X 
City government formerly provided that enterprises had 
to pay 22.5 percent of their enterprise payrolls for 
old-age insurance funds, and | percent for unemploy- 
ment insurance, which two items totalled a tax rate of 
23.5 percent. But projections show that the real “two 
labor fund” payments by all municipal enterprises taking 
part in the integrated system did not reach that rate, 
being '.7 percent for 1991, 18.76 percent for 1992, and 
21.35 pr rcent for 1993. And by the end of 1993, the “two 
labor fund” balance had reached about 190 million 
yuan. So in the new plan’s collection, while the enter- 
prise percentage is down, the collection scope is 
expanded, with extra accounts, so that there should be an 
overall balance. 2) Once the “two labor fund’ manage- 
ment costs become a fiscal responsibility, these funds 
can be used for old-age and unemployment insurance 
expenditures. As X City’s “two labor fund” management 
costs for 1991 through 1993 were respectively 6.35 
million yuan, 7.86 million yuan, and 10.94 million yuan, 
it is thus obvious that executing the new plan could add 
over 10 million yuan a year to the two security funds. 
The second plan’s projected 28-percent overall tax rate, 
in which the enterprise burden of 22 percent would be 
lighter than at present, while the individual burden 
would increase correspondingly, would also be generally 
able to ensure the three social security expenditures. A 
dynamic analysis shows that while China is facing trends 
such as population ageing and ever more obvious unem- 
ployment, our corresponding complement of new 
employees is also growing, so that these policyholders’ 
long-term tax payments and sharp accumulation can 
become a spending time-delay factor. Our economic and 
enterprise organizational structures, after the recent 
years of sharp adjustments, are bound to stabilize, cor- 
respondingly reducing our cyclical unemployment phie- 
nomonon. As our labor market becomes sounder and is 
perfected, it will be easier for the unemployed to find 
new jobs. And as our social security fund management 
steadily improves, with a better hedge and appreciation 
capability and a steadily growing accumulation scale, our 
fund balance leeway will grow broader. 


3. Implementation steps. To keep our actions suited to 
our current modern enterprise system reform, no matter 
which plan we adopt, we should implement it in the 
following steps: 1) It should be mandated for state, urban 
collective, shareholding, “the three kinds of foreign 
trade,” and private enterprises, with voluntary partici- 
pation by economic entities, such as township enter- 
prises and individual industrial and commercial house- 
hold operations; 2) It should be fully applied to 
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economic entities such as township enterprises and indi- 
vidual industrial and commercial household operations, 
as well as gradually expanded to fields such as on-the-job 
accidents, disabled or dependant pensions, relief, and 
housing. 


*Article Reports Growth of Private Schools 


95CM0048A Beijing ZHONGGUO SHEHUI BAO in 
Chinese 25 Oct 94 p I 


[Article by Xi Ling (3588 7227): “The Rolling Tide of 
Privatization”; the following is a corrected version of 
this report, which was published in truncated form due 
to a printing error in the 4 January China DAILY 
REPORT, pages 32, 33] 


[FBIS Translated Excerpt] When it was founded in 
August 1992, the Guangya Primary School was called the 
largest private school in the entire country to be created 
since the establishment of the nation. It attracted wide- 
spread notice among the public and opened a new page 
in the history of private schools in China. 


In Beijing, the political center of China, 30 non- 
governmental full-time universities have been founded 
since the first non-governmental university, the Chinese 
Social University, was founded there in 1982. Since the 
first private primary school, Jinghua Private Primary 
School, was founded in Beijing in November last year, 
more than ten more private schools have placed adver- 
lisements in inc wspapers calling for students and over 90 
additional schools are awaiting approval. 


As the trend for Chinese nationals to set up private 
schools begins to heat up, foreigners are also jumping on 
the bandwagon in droves. The first “experimental inter- 
national school” in the nation hung out its sign in 
Nanjing. Following Nanjing, a large number of private 
schools calling themselves “international school,” 
“intensive English school,’ or “public school” emerged 
throughout the country funded by foreign businessmen 
as joint ventures or as sole foreign investments. 


According to relevant materials, there are currently over 
1,200 private schools at or above the primary school 
level throughout the country. Non-governmental nursery 
schools are an even more important force in nursery 
school education. Eighty-five percent of all children who 
enter .iursery school are currently in private nursery 
schools. 


The aspect of the emergence of private schools which 
most interests people is not “public” versus “private,” 
but the issue of fees. The Jinghua Private Primary School 
requires every student to pay 13,500 yuan in annual 
tuition and living expenses, in addition to a one-time 
building fee of 30,000 yuan. 


This small sum of money pales, however, when com- 
pared with the Jinghua Middle School, a private school 
in Guangzhou. The students of this school must make a 
one-time deposit of 150,000 yuan in an educational 
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reserve fund. The annual fees for normal educational 
expenses are then required at a rate of no less than 20 
percent of the 150,000. The 150,000 yuan is then 
returned to the students when they graduate. 


These exorbitant fees are clearly astronomical figures for 
the class of wage-earners with incomes of about 3,000 
yuan per year. Hence, the people who are able to attend 
these schools are definitely not common ordinary 


people. 


According to statistics from one private school in Yun- 
nan, 10 percent of the parents of their students are 
individual entrepreneurs. Another 50 percent are man- 
agers of small and medium-sized enterprises. The 
remainder are society's celebrities in law, medicine, 
teaching, and oiher professions. The resu!ts of a count at 
one private school in Beijing showed that 39.2 percent of 
parents were the responsible authorities of companies or 
enterprises or managers of high-tech enterprises, 17.9 
percent were personnel from elsewhere stationed in 
Beijing, 14.7 were staff sent abroad, 8.2 percent were 
representatives of foreign enterprises stationed in China, 
5.5 percent were individual entrepreneurs, and 14.5 
percent were celebrities in various fields and other 


people. 


It would be a major error for us to conclude because of 
this that the door to private schools is open just tor the 
aristocracy. Actually, only just over 40 of the over 1,000 
private schools in the whole country charge exorbitant 
fees and specialize in educating the children of the 
wealthy. The vast majority of private schools do charge 
fees which are greater than public school fees but are still 
within the capacity of the wage-earning class. 


The several non-governmental universities which set up 
student recruitment stations in Haidian Road in Beijing 
in the summer of 1993 only charged 1,200 yuan tuition 
per semester. Junyi Middle School, which has adopted a 
confined management system with all students living on 
campus, only charges incoming students | ,500 yuan per 
semester for tuition and miscellaneous fees and 1,200 
yuan per semester for room and board. About 60 percent 
of the students at the nearly 100 private schools in 
Zhejiang Province are from families in the wage-earner 
classes. 


Although fees at private schools are commonly higher 
than those at public schools, including private schools 
which do not even issue diplomas (many private schools 
cannot issue diplomas), there are still droves of students 
wanting to get in. Before the new semester began at the 
Bowen Primary School in Beijing, many parents from 
outside Beijing heard the news and came to Beijing. 
Ultimately, the school accepted ten students from places 
outside Beijing, including Shandong, Hebei, Henan, 
Hubei, and Shenzhen. What was the reason? 


It cannot be denied that the main factor which attracts 
people is a high standard of education. At Shanghai's 
private New Century Primary School and New Century 
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Secondary School, foreign language is taught from the 
first grade in primary school. During high school, stu- 
dents achieve proficiency in the first foreign language 
and begin studying a second foreign language. Computer 
science is taught in primary school, and students gain a 
grasp of both hardware and software principles during 
secondary school. 


Jinghua Private Primary School in Beijing has hired 46 
very experienced teachers with degrees from prestigious 
universities, such as Beijing University and Beijing 
Normal University, and has hired American teachers to 
teach English. The 23 teachers hired by Beijing Zhengze 
Private Secondary School are almost all the top people 
from the teaching and research institutions in various 
districts or senior instructors from key municipal or 
district secondary schools. 


Many people appreciate more flexible curricula design 
and liberated teaching methods. The private Huanan 
Girls’ College has adapted to the needs of the market by 
establishing majors almost completely in synch with 
shifts in the market. Yunnan’s New Century School 
reserves one day a week for activities in society to allow 
students to leave the school and experience real life. 


Needless to say, luxurious living conditions and first 
class instructional facilities warm many parents’ hearts. 
The Guangya and Jinghua primary schools have com- 
puter rooms, piano rooms, language laboratories, fitness 
rooms, closed circuit television systems, and central air 
conditioning. Managers and babysitters at Bowen Pri- 
mary School take care of the students’ diet and daily life 
as well as their extracurricular life. 


[passage omitted] 


Generally speaking, most circles in society approve of 
the emergence of private schools. Many people feel that 
this unquestionably provides a beneficial supplement, as 
public schools are facing many problems due to the 
current limited capacity of the national government. The 
emergence of non-governmental schools presents a chal- 
lenge to the public schools, which have long been rigid 
and dogmatic, and provides impetus for the reform of 
the public schools. 


Of course, there are also many people who object to 
private schools, especially schools for the aristocracy. 


A senior educational inspector at the State Education 
Commission says that there are three concerns about 
private schools for the aristocracy. The first is that 
putting all the children of wealthy families together will 
create a mall aristocracy which will act as a hotbed for 
the worship of money, hedonism, and individualistic 
thinking. The second is that the blind pursuit of goals 
will deviate from the socialist nature of education and 
the educational policy direction of the country and from 
the laws of education and the development of talent. The 
third is that the legal persons founding schools will use 
the extensive investment and fees collected for private 
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schools as a profit-making method to gain personal 
advantages for themselves. [passage omitted] 


Article Hails Efficacy of Reform Through Labor 


11K0601053795 Beijing FAZHI RIBAO in Chinese 4 
Dec 94 p § 


[“Sublime Words With Deep Feeling” column article by 
Bu Yi (1580 5902) and Lu Huifeng (0712 6540 1496): 
“Highly Successful Reform Through Labor’’] 


{[FBIS Translated Text] In the structure of the work on 
reform through labor in China, the reform of criminals 
through labor has an important place. In a certain sense, 
it is labor that has enabled us to “successfully turn large 
numbers of criminals—including the last emperor and 
war criminals—-into law-abiding citizens who pose no 
harm to others, but benefit society.” When we try to 
make an overall appraisal of reform through labor with 
the reviewing eye, we have to fully affirm the indelible 
contribution of the measures of reform through labor. 


1. Labor is conducive to hitting the criminals’ criminal 
mentality. The method of reforming criminals thzough 
labor aims directiy at transforming the criminal men- 
tality of criminals; cultivating the idea oc: ioving labor 
and getting used to doing labor; and correcting the bad 
habits of loving ease, hating work, and secking pleasure. 
Without this, criminals cannot really be transformed. 


2. Labor is conducive to the cultivation of a correct 
understanding on the part of criminals. Mao Zedong 
pointed out: ““Man’s understanding comes mainly from 
material production activity.” It is precisely through 
organizing criminals to engage in labor that it is possible 
for them to transform their own subjective world while 
transforming the objective world, and to cultivate the 
common ideal of building socialism through material 
productive activities that are in the interests of society. 
Through creative material productive activities, they can 
come to understand the significance of labor, and 
strengthen their concept of labor. Through mutual coop- 
eration in material productive activities, they can realize 
the role and strength of the collectives, cultivate the 
concept of collectives, and cultivate the spirit of coordi- 
nation and cooperation with other people or social 
organizations. When they return to society, they can 
adapt quickly to the social environment. 


3. Labor its conducive to improving the behavior of 
criminals. From the angle of management, this actually 
means the management and control of the ideology and 
behavior of criminals so that original rude, unreason- 
able, boorish, sluggish, and unrestrained habits gradually 
will be replaced with civilized, disciplined, diligent, and 
orderly habits through constant education. 


4. Labor has enriched the criminal’s reform life. To 
organize criminals to engage 'n appropriate labor not 
only helps build up their physiques and keep them 
healthy, but also helps prevent them from falling into 
depression, low spirits, and even entertaining the idea of 
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running away, committing suicide, and recommitting 
crimes owing to the fact that they have nothing to do 
during imprisonment. Instead, it makes their life of 
reform richer and inore meaningful because, in reality, 
they are changing from saboteurs into constructive 
builders. 


5. Labor is conducive to liberating the productive forces 
of criminals. Through labor, criminals can develop their 
intelligence; learn skills; and at the same time cultivate 
their ability to do labor, their endurance and ability to 
overcome difficulties, the ability to process products, 
and cultivation and aquacultural techniques, so as to 
establish their self-value, strengthen their confidence in 
gaining employment when they return to society, and 
heighten their hopes for a new life. 


6. Labor is conducive to understanding the reform status 
of criminals. To reform criminals, one first needs to 
understand criminals. As Engels pointed out: “To judge 
a person, of course, is not by his statements, but by his 
actions, and by what he does and who he actually is.” To 
judge the “behavior” and “reality” of a criminal, it is 
important to see his idea and performance during pro- 
ductive activities. Owing to the covert and dual nature of 
criminal essence, character, and status, most criminals 
do not reveal what is deep in their minds. In most cases, 
they do not show what they are really thinking when they 
eat, rest, sleep, and have recreational activities, as well as 
during their studies and discussions. Once engaged in 
labor, however, they cannot help but reveal themselves. 
Whether they feel repentant and want to atone for their 
crimes, whether they want to abide by the law, and what 
their ethics and concept of the collective are—all this can 
be revealed, directly or indirectly, through the efficiency, 
quality, and attitude of their labor. It can be said that 
labor is a mirror reflecting the psychology of the crim- 
inal. It is precisely because large numbers of policemen 
and officers observe criminals from different angles 
during labor activities that they can see through the 
original mentality, bad habits, the present thinking and 
motivation, and the future tendencies of criminals. In 
turn, this provides an objective basis for effectively 
reforming them. 


To build modern and civilized prisons is a process of 
starting from the very beginning again, of exploring and 
creating. It is also a process of summing up, reaffirming, 
and developing what civilized results have already been 
achieved in Chinese prison management. Therefore, to 
inherit and carry on the successful experiences in 
reforming criminals through labor, and tc persist in 
making good use of the method of labor is not only a 
precondition for building modern and civilized prisons, 
but is also of great theoretical and practical significance 
in improving the quality of reform ,and in promoting the 
building of modern and civilized prisons. 


China To Strengthen Punishment for 
Environmental Crime 


HK0601125095 Hong Kong AFP in English 1158 GMT 
6 Jan 95 


{FBIS Transcribed Text] Beijing, Jan 6 (AFP)—Blind 
pursuit of economic growth by local authorities has 
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taken a serious tol! on China's forests and wildlife, 
Officials said Friday in pledging to strengthen punish- 
ment for environmental crimes. 


Vice Minister of Forestry Shen Maocheng said some 
local governments had failed to give adequate protection 
to their forests or wildlife. while others had sought 
economic development at the expense of their environ- 
mental resources. 


Shen said China would speed up revising or creating laws 
to ensure harsh punishment of those destroying forests 
and kill'ng protected wildlife, saying the penalties in 
existing laws were “much too mild for what the law- 
breakers deserve.” 


State Councillor Chen Junsheng acknowledged that the 
growing demand for timber and wildlife products caused 
by the country’s rapidly growing economy and the rising 
standards of living had made it difficult to protect 
lim'ted resources. 


Crime and Punishment From 14 Dec-3 Jan 
1KO0301120298 


[FBIS Editorial Report] The following is a compilation 
of reports on crime, investigations, trials, sentencings, 
and other judicial-related activities in the PRC during 
the period 14 December 1994 through 3 January 1995. 
The source and mode of processing are given in paren- 
theses at the end of cach entry. Certain reports deemed 
more significant may have been filed separately, in 
which case the summary will include the serial number 
of the separately filed item. 


As evidenced by the stories listed below, during this 
period. PRC crime reportage focused on economic 
crime. In addition to criminal proceedings, party disci- 
plinary action was taken against many corrupt officials. 
Another subject of note is action taken against traf- 
ficking in endangered species. 


CENTRAL 


Theft of Telecommunications Lines Leads to Losses 


Theft and sabotage of telecommunications lines have 
increased in recent years, leading to economic losses. 
“Enormous damage’ is caused by people who steal 
telecommunications lines for their metal content, while 
equally serious damage is caused by “barbaric” construc- 
tion workers who fail to ascertain the location of tele- 
communications lines before they begin work. (Sum- 
mary) (Beijing GUANGMING RIBAO in Chinese 17 
Dec 94 p 4—HK0201083095) 


Antismuggling Office Director Releases Statistics 


According to Wang Leyi, director of the Antismuggiing 
Office and deputy director of the General Administra- 
tion of Customs, between January and November, China 
cracked a total of 21,708 smuggling cases. and confis- 
cated smuggled goods worth 4.53 billion yuan. Once the 
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smuggling of cars had been effectively halted, cigarettes 
became the most profitable smuggled goods. Between 
January and October, the customs, public security 
organs, and border guards seized a total of 340,000 
cartons of cigarettes worth 760 million yuan. Other 
major smuggled goods include oil products, plywood, 
rubber, palm oil, coal, and building materials. In the 
same period, 1.849 kg of narcotics were seized, an 
increase of 135 percent over the same period of last year. 
(Summary) (Beijing ZHONGGUO XINWEN SHE in 
Chinese 1207 GMT 27 Dec 94) 


Statistics on Economic Crime Released 


According to statistics from all provincial industrial and 
commercial administrations, there were 45,028 cases of 
violating economic regulations throughout the country 
in the third quarter of this year, and fines and confisca- 
tions amounted to 270 million yuan. In particular, there 
were 1,333 major cases of producing and selling coun- 
terfeit and inferior commodities, 1.077 cases of specu- 
lating in controlled production materials, and 1,157 
cases of smuggling. (Summary) (Hong Kong 
ZHONGGUO TONGXUN SHE in Chinese 0740 GMT 
28 Dec 94) 


Customs Cracks Down on Smuggling of Endangered 
Falcons 


Sources from the Beijing Customs say that there are 
more and more cases of smuggling falcons, and that the 
Customs has confiscated 136 falcons so far. In October, 
1993, the Beijing Customs found for the first time that 
foreign tourists smuggled falcons. Since then, cases of 
smuggling falcons have increased rapidly, with five cases 
foiled in the fourth quarter of this year. Up to December 
16, when the last case was discovered, there had been 
fourteen cases of smuggling falcons. (Summary) (Beijing 
ZHONGGUO XINWEN SHE in English 1257 GMT 29 
Dec 94— HK0201085495) 


PROVINCIAL 
BEIJING 


“Severe Crackdown” Campaign Pays Off 


Beijing, December 19 (CNS)}—A six-month long “Severe 
Crackdown” campaign launched by Beijing police has 
achieved remarkable success. Since July this year, Bei- 
jing police has concentrated on a series of “Severe 
Crackdown” actions to combat robberies, solve key 
cases, smash unauthorized gangs, arrest criminals, seize 
firearms being kept illegally, crack down on armed 
crimes, etc.. These aciions have achieved certain effect 
in maintaining social order, said Mr. Zhang Liangyji, 
deputy director of the public security bureau of Beijing, 
at a meeting on comprehensive public security of the 
municipality. 


As revealed by Mr. Zhang. between January and 
November this year. Beijing police cracked down on 
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different types of criminal cases amounting to more than 
10,000 and arrested over 500 criminals. The police also 
confiscated various kinds of illegal publications of more 
than 11,000 copies, strengthened control over guest 
houses, hotels, ballrooms, cafes and karaoke lounges, etc, 
unveiled 100 ballrooms, cafes and karaoke lounges 
engaging in pornographic activities, and ferreted out 
more than 600 prostitutes and their visitors. 


Cao Yanqi, a burglar who committed over 20 offences in 
Beijing successively and stole a great deal of valuables, 
was arrested by the police. Guan Zhiguo, who came from 
northeast to Beijing, acted as a hit man and committed 
murders and robberies with guns. In January this year, 
he shot two innocent people to death and wounded three 
others in front of a ballroom in Beijing’s Fengtai. 


Mr. Zhang also pointed out the major tasks of Beijing in 
its recent public security work: further strengthen control 
on chaotic spots, continue to combat and eliminate ugly 
phenomena such as prostitution and visiting prostitutes, 
pornographic services, drug-taking, etc, as well as seize 
illegal firearms. (Transcribed Text) (Beijing 
ZHONGGUO XINWEN SHE in English 1325 GMT 19 
Dec 94) 


Trade Official Sentenced, Disciplined for Corruption 


On 15 December, Jia Guilan, former director of the 
Agricultural Trade Office of the Beijing Municipal Peo- 
ple’s Government's Office of Agriculture and Forestry, 
was sentenced to 12 years’ imprisonment on first trial 
and deprived of her political rights for two years by 
Beijing Municipal Intermediate People’s Court. Before 
that, she had been expelled from the party. As revealed 
by the case, from May 1992 to early 1994, she took 
advantage of her office to embezzle and take bribes 
totaling 102,530 yuan. (Summary) (Beijing JIJIAN 
JIANCHA BAO in Chinese 21 Dec 94 p 1) 


Cashier Sentenced to Death for Embezzlement 


From | February to 15 November 1993, Zhang Qing, a 
female cashier at the China Breeding Stock Import and 
Export Company, embezzled a total of 209,000 yuan by 
such means as withdrawing cash from banks without 
entering it into the account book, tearing up check stubs, 
and withdrawing cash through others. She was arrested 
on 7 March 1994 and was sentenced to death and 
deprived her political rights for life at her first trial by 
the Beijing Municipal Intermediate People’s Court on 21 
September. (Summary) (Beijing JIJIAN JIANCHA BAO 
in Chinese 24 Dec 94 p 3) 


FUJIAN 


Xiamen Customs Cracks Down on Pornography 


The Xiamen Customs Department regards cracking 
down on pornographic and reactionary publications, as 
well as video and audio products, as a long-term task, 
thus effectively curbing crimes in this respect and 
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making contributions to cleaning the cultural market. In 
recent years the department has established the personal 
responsibility system in examining, storing, and submit- 
ting pornographic products. In coordination with tech- 
nical groups, the department has established a comput- 
erized system to contro! publications, as well as video 
and audio products. It also has established a Chinese- 
English catalogue of publications, a catalogue of video 
and audio products, a database, and so on, thus greatly 
facilitating this work. 


From 1990 to October of this year, more than 3.2 million 
passengers traveled in and out of the province through 
the Xiamen customs, during which 6.67 million pieces of 
publications were refused entry or exit, and 34,000 
pieces of forbidden publications and video and audio 
products were seized, of which 3,400 contained 
obscenity and 5,000 carried reactionary contents. 
(Translated Text) (Fuzhou Fujian People’s Radio Net- 
work in Mandarin 2300 GMT 12 Dec 94) 


County Punishes Economic Committee Head for Bribery 


From September to October 1993, Liao Shoufu, head of 
the Ninghua County Econom ic Committee and manager 
of the Ninghua County Mining Corporation, took 
advantage of his office to receive a total of 30,000 yuan 
bribes from two mining contractors. He was arrested on 
31 March 1994, but during his stay in the detention 
center, he bribed two on-duty armed policemen to send 
a threatening letter to two witnesses, forcing them to 
reverse their affidavits and give false testimony in court. 
Consequently, the court was forced to suspend the trial. 
A few days ago, the Fujian Provincial Court sentenced 
him to 10 years’ imprisonment and confiscated his 
personal effects of 33,940 yuan. (Summary) (Beijing 
JIJIAN JIANCHA BAO in Chinese 24 Dec 94 p 3) 


Man Executed for Selling Panda Skins 


Thirty-nine-year-old Wang Wenyu, from Sichuan, was 
executed in Xiamen on 28 December for selling two 
giant panda skins. (Summary) (Beijing ZHONGGUO 
XINWEN SHE in English 1423 GMT 28 Dec 94— 
HK0201085895) 


GUANGDONG 


Public Security Chief Speaks in Macao 


While attending a meeting in Macao, Chen Shaoj:. head 
of the Guangdong Provincial Public Security Depart- 
ment, said that Guangdong’s security authorities had 
effectively cracked down on firearms trafficking groups; 
otherwise, more firearms would have been smuggled into 
Hong Kong and Macao. He said that in the past year. 
thousands of antiriot guns had been seized by police in 
Guangdong, and such firearms discovered in Hong Kong 
and Macao were produced illegally outside Guangdong. 
Chen also said that the number of drug-related crimes in 
Guangdong had decreased, but larger quantities of drugs 
were scized in each case, so he called for cooperation 
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from Hong Kong and Macao. (Summary) (Hong Kong 
TA KUNG PAO in Chinese 15 Dec 94 p 11) 


Economic Crime on Rise 

Guangzhou, December 21 (CNS)}—Economic crimes are 
on the rise in Guangdong, the most developed province 
in China. Mr. Liu Qinghai, vice-president of the Guang- 
dong Provincial Higher People’s Court, said to our 
correspondent today, courts at various levels in the 
province have recently sentenced 83 serious economic 
criminals to various terms of imprisonment and the 
judgmen's to this batch of law-violators will be made 
public tomorrow by three intermediate courts in Guang- 
zhou, Shenzhen and Jiangmen and 21 gross-roots courts 
in Shantou and Zhongshan. This will be the second 
massive trial since lasi September when such a trial was 
made in the province. 


Of the 83 criminals, three have been sentenced to death 
with a re-examination by the Supreme People’s Court, 
six to death with a two-year reprieve by original and 
second trials, seven to life imprisonment and 40 to 
five-year Or more imprisonment terms. The province has 
so far sentenced 15 persons to death for their economic 
crimes. 


Of the 83, 32 were enterprises’ or companies’ managers 
or product-promotion people. They had rampantly 
embezzled public funds and committed giving and 
receiving of bribes through taking the advantages of 
being in charge of financial affairs or product- promo- 
tion. The amount of money they embezzled was huge. 
with a single case involving an embezzled public fund of 
as much as over RMB [Renminbi] 11.8 million which 
was committed by only three persons—Yu Haojie, a 
manager: Tan Yuxiong, a promotion man; and Zhang 
Peishun, a driver of an economic development company 
in Xinhui City. Some were rural grass-roots cadres. They 
put compensations for transfer of collective land into 
their own pockets or received bribes with a single case 
involving more than RMB 460,000. (Transcribed Text) 
(Beij.ng ZHONGGUO XINWEN SHE in English 1342 
GMT 21 Dec 94) 


Three Economic Criminals Executed 


Wen Yinglong, Chen Bingjun, and Wang Kaichong, who 
had been found guilty of economic crimes, were taken to 
the execution ground and shot to death today. In August 
1989, Wen Yinglong, a manager with Shenzhen’s 
Wenxin Embroidery Company, colluded with Wang 
Yongxiang. manager of the foreign exchange seciion of 
Shenzhen’s Shekou Commercial Bank, to have Wang 
approve a $300,000 loan so that Wen could repay his 
personal debts. Wen also spent 110,000 yuan between 
1988 and 1989 to bribe several bankers in order to secure 
loans. Chen Bingjun, a storage clerk at the Fengjiang 
Electronic Factory in Jiangmen, was found to have taken 
1.424 million yuan in bribes, most of which he lost in 
gambling. He was arrested in October 1993. Wang 
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Kaichong, an accountant with the Zhengguo Credit 
Society in Zengcheng, stole more than 114.000 yuan of 
public funds by doctoring bills and receipts. He was 
arrested in October of the same year. (Translated 
Excerpt) (Beijing ZHONGGUO XINWEN SHE in Chi- 
nese 1110 GMT 22 Dec 94) 


Shenzhen Sentencing Rally Hands Down Death 
Sentences 


Shenzhen held a public sentencing rally today at which 
punishment was meted out to 16 defendants, among 
them cadres from financial departments, enterprises, 
and government organs who had been conviction of 
graft, accepting bribes, and misappropriation of public 
funds. Wang Yongxiang, head of the foreign exchange 
section of ihe Shenzhen Commercial Bank, was sen- 
tenced to death on his corruption convictions, but witha 
two-year reprieve. The death sentence of Wen Yinglong, 
another defendant in the same case, was carried out 
immediately. (Translated Excerpt) (Hong Kong 
ZHONGGUO TONGXUN SHE in Chinese 1213 GMT 
22 Dec 94) 


Five Violent Criminals Executed in Guangzhou 


In Guangzhou today, five lawbreakers were executed on 
murder, robbery, and theft convictions by the Guang- 
zhou Intermediate Court after their appeals were 
rejected and th..r ceath sentences upheld. Liu Zhiming, 
a peasant residing in Guangzhou's Ba:yun District, stole 
14 motorbikes worth 12.000 yuan between March and 
December, 1991. In 1991, Waili Rouzi, unemployed and 
hailing from Turfen, Xinjiang, stole a safe box con- 
taining 200.000 yuan worth of gold and jewelry from a 
department store. Li Funan, a contract worker with the 
Zhujiang River Dredging Engineering Company. used 
the company’s fleet for his own contract work. On 6 
September 1991, he killed the compaay head, who had 
forced him to return the profits from the contract work. 
Xu Shaorong, a worker at a recycling company in Juqi 
County, Hubei Province, joined Qu Yongjun, a peasant 
from Shaanxi Province, to carry out muggings beiween 
January and March 1993. (Translated Excerpt) (Beijing 
ZHONGGUO XINWEN SHE in Chinese 1261 GMT 22 
Dec 94) 


Guangzhou Railway Bureau Launches Anticrime 
Campaigns 


The Guangzhou Railway Bureau launched four antic- 
rime campaigns in 1994 and achieved marked results in 
cracking down on railway robbers in Guangdong 
Hunan, and Hainan. Between January and November, 
the railway bureau cracked 3,229 criminal cases, 
including 1.051 major and serious ones; broke up 366 
crime syndicates; arrested 3,628 criminals; and seized 
ill-gotten property worth more than 6.84 million yuan. 
These actions effectively checked the increase in railway 
crime. (Summary) (Beying ZHONGGUO XINWEN 
SHE in Chinese 1139 GMT 23 Dec 94) 
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Shenzhen Pronounces Judgment on Economic Criminals 


Shenzhen, December 23 (CNS)—Shenzhen Municipality 
yesterday pronounced judgments on 16 ecoromic crim- 
inals for corruption, taking bribes and misappropriation 
of public funds. These criminals include leading cadres 
from financial departmenis. enterprises and govern- 
mental organizations. Wen Yinglong. former manager of 
a private enterprise. Wenxin Embroidery Company Ltd, 
was executed for corruption. Wang Yongxiang, former 
deputy manager from the foreign exchange department 
of a Shenzhen bank. was also guilty of corruption and 
was sentenced 'o death with a two-year repneve. Guo 
Manpeng and Sun Xianfeng were both condemned to 
death with the sentences suspended for two years. Li 
Jincheng and Chen Guoming were both given a life 
imprisonment. The above-mentioned six persons were 
all deprived of political rights for all their lives. Another 
ten economic criminals were each sentenced to impris- 
onment with certain duration. (Transcribed Text) (Bet- 
jing ZHONGGUO XINWEN SHE in English 0829 
GMT 23 Dec 94) 


Further on Shenzhen Economic Criminals 


The Shenzhen Intermediate People’s Court today sen- 
tenced Guo Manpeng to death: Sun Xianfeng to death 
with a two-year reprieve. subjecting him to reform 
through labor, and Li Jincheng and Chen Guoming to 
life imprisonment. Guo Manpeng, worked as an accoun- 
tant at the Shenzhen Industrial and Commercial Bank's 
Tongmen Branch. He stole some 7.8 million yuan from 
the bank t tween April 1991 and August 1993 by 
inflating project expenditure amounts and deflating 
project revenues. Sun Xianfeng was a computer data 
controller at the Nanyou Securities Branch of the Shen- 
zhen Merchant Bank. He ordered the computer to credit 
more than 8.8 million yuan to his account for stock 
speculation. When caught, he reimbursed the bank, but 
left some 300,000 yuan outstanding. L: Jincheng was the 
deputy head of a villager group for Ziyan Village, Puling. 
Nanlianzhen, Longgang Town in the Longgang District, 
Shenzhen. As a staff member at a collective economic 
organization, he accepted 305,000 yuan in bribes in 
negotiating contracts for the village. Chen Guoming was 
deputy head of the administrative section of the Shekou 
Public Security Sub-bureau under the Shenzhen Public 
Security Bureau. He was found to have accepted more 
than 100,000 yuan in bribes in a case of confiscating 
steel. Chen refused to confess and was puurshed severely. 
(Translated Excerpts) (Hong Kong TA KUNG PAO in 
Chinese 23 Dec 94 p a3) 


Shenzhen Anticrime Campaign Yields Results 


Beginning in November. Shenzhen launched a 100-day 
anticrime campaign. Up to 20 December, the security 
authorities had smashed 418 crime syndicates: solved 
2.489 criminal cases: arrested 2.870 suspects: and seized 
172 firearms. 111 stolen vehicles, 175 stolen motorcy- 
cles, 4.670 kilograms of heroin, and ill-gotten money and 
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property worth 47.69 million yuan. This effectively 
halted the upward trend of the crime rate. (Summary) 
(Hong Kong ZHONGGUO TONGXUN SHE in Chi- 
nese 1005 GMT 23 Dec 94) 


Many Migrants Among 12 Executed for Violent Crimes 


On 23 December, the Shenzhen Intermediate People’s 
Court openly pronounced sentence on 26 criminals in 12 
cases. Twelve criminals were sentenced to death and 
executed immediately. Those executed had been found 
guilty of murder, robbery, and rape. The majority of 
them were jobless people who had entered the special 
economic zone illegally from other provinces. (Sum- 
mary) (Hong Kong ZHONGGUO TONGXUN SHE in 
Chinese 1310 GMT 23 Dec 94) 


Land Administration Chief Sentenced to Death for 
Corruption 


Wang Jinman, former head of the State Land Adminis- 
tration Bureau of Shiji Town in Panyu City, Guangdong 
Province, was arrested on 3 October for corruption. On 
10 August 1994, he was sentenced to death and deprived 
of his political rights for life by the Guangzhou Interme- 
diate People’s Court. From March 1989 to May 1993, 
while acting as head of Shiji Town State Land Admuinis- 
tration Bureau, Wang Jinman abused his power to issue 
land use certificates in order to counterfeit a dozen 
official seals and letters of authorization, and to misap- 
propriate 738,200 yuan out of 922.300 yuan of charges 
paid by 10 units applying for land use certificates. He 
also colluded with others to embezzle 392.300 yuan out 
of 827,300 yuan of land use certificate application fees 
paid by certain enterprises and villages. Over the years. 
he embezzled more than 2.5 million yuan of public funds 
and received over 281,700 yuan in bribes. (Summary) 
(Beijing ZHONGGUO JIJIAN JIANCHA BAO in Chi- 
nese 24 Dec 94 p 3) 


Guangzhou Stages Winter Anticrime Campaign 


During their winter campaign, Guangzhou's public secu- 
rity departments have cracked down on criminal gangs, 
seizing gangs that stole 58 cars and recovering 27 of these 
cars. They have arrested six criminals involved in a 
dozen or so car thefts. Haizhu District policemen have 
uncovered a gang involved in more than a dozen cases of 
safe cracking. Fangchun District policemen have cracked 
down on a gang of drug addicts involved in robbing 
female cyclists of their bags. (Translated Text) (Guang- 
zhou Guangdong People’s Radio Network in Mandarin 
1000 GMT 29 Dec 94) 


Guangzhou Police Arrest Credit Card Forgers 


Shanghai, Jan 3 (AFP)}—Police in southern Guangzhou 
city have smashed a gang of credit-card forgers, making 
two arrests, including a man from Hong Kong. a news- 
paper reported Tuesday. Xinmin Evening News reported 
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that Guangzhou police arrested Xiao Yaowen, a 37-year- 
old Hong Kong resident, and Liu Zhixiong, 21, a Guang- 
dong native, last November after a nine-month probe. 
Police also seized 99 forged foreign credit cards and 
apparatus for making credit cards, including portable 
computers, from the workshop located in a large building 
in Shenzhen city, the report said. 


The arrest followed police reports, lodged by Visa Inter- 
national and Mastercard last March, that forged credit 
cards were being used for purchases and entertainment 
in department stores, karaoke lounges and night clubs. 
The two credit-card organisations reported losses 
amounting to 120,000 yuan (14,280 dollars). 


Xiao and Liu were arrested outside a Shenzhen hotel. 
(Transcribed Text) (Hong Kong AFP in English 0843 
GMT 3 Jan 95) 


GUANGN\XI 
Gun Runners, Drug-Smugglers Captured Along Vietnam 


According to police authorities in Nanning, police in 
Ningming County, which borders on Vietnam, have 
cracked |1 cases of gun-running this year, capturing 15 
gun runners, eight of whom came from outside the 
border: killing three others from outside the border, and 
seizing 4 military firearms and 1.080 rounds of ammu- 
nition. They also have cracked 13 major drug-trafficking 
cases, capturing 16 drug traffickers, six of whom came 
from outside the border, and seizing 7,321 grams of 
heroin. (Summary) (Beying ZHONGGUO XINWEN 
SHE in Chinese 1139 GMT 31 Dec 94) 


HENAN 


Three Executed for Embezzlement 


On the afternoon of 19 December. the Henan Provincial 
People’s Court held a news briefing te announce the 
handling of five major economic criminal cases and the 
punishments meted out to 13 criminals in those cases. 
Three of the convicts were sentenced to death and were 
executed immediately. They were found guilty of embez- 
7ling a substantial amount of public money and of 
absconding with the ill-gotten money. (Summary) 
(Zhengzhou Henan Pecple’s Radio Neiwork in Man- 
darin 2300 GMT 19 Dec 94) 


HUNAN 


Hengyang Court Sentences Police Officer for Bribery 


On 2 December, the Southern District People’s Court in 
Hunan’s Hengyang City pronounced a sentence of 10 
years on Zhuang Hongjie. former deputy chief of the 
Hengvang Traffic Police Detachment. He also was 
deprived of hrs political nights for a year. Zhuang. 58. 
was accused of colluding with others to take over 90,000 
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bribes, including 46.900 yuan pocketed by Zhuang him- 
self. by abusing his power to approve automobile regis- 
trations. The defendants returned all the bribes before 
judgment. (Summary) (Beyjing JIJIAN JIANCHA BAO 
in Chinese 2! Dec 94 p 2) 


HUBEI 
Wuhan Confiscates Illegal Publications 


On 25 November. the Wuhan City Public Security 
Bureau arrested three people engaged in illegal pub- 
lishing activities. They made illegal publications with 
reactionary content by pirating overseas publications, 
selling them in Shenyang. Guangzhou, and Chengdu. 
Their sales exceeded 400,000 yuan. By 8 December. 
Wuhan had confiscated 3,540 copies of reactionary and 
obscene publications, 2.400 pornographic videotapes, 
and over 110,000 pirated compact discs and audio tapes: 
and had arrested 309 people. (Summary) (Betji 2 
GUANGMING RIBAO in Chinese 15 Dec 94 p 4) 


Wuhan Executes Drug Traffickers 


On 20 December, Wuhan openly pronounced sentence 
on 16 drug traffickers. Three of the convicts were sen- 
tenced to death and were executed immediately, while 
five were sentenced to jail for more than 10 years. This 
was the first time drug traffickers had been executed in 
the city since 1952. In the four vears between 1990 and 
1993, the court in Wuhan tried 17 drug cases with 48 
convicts. In 1994 alone, 34 drug cases with 53 convicts 
were brought io justice. (Summary) (Beijing 
ZHONGGUO XINWEN SHE in Chinese 0918 GMT 21 
Dec 94) 


Seven-Year Sentence for Pirating Deng’s Works 

Beijing. Jan 3 (AFP)—When Wu Wangshen decided to 
chance his arm at publishing piracy, he started at the 
top—with the selected works of Deng Xiaoping—and 
ended up with a seven-vear jail sentence. Wu, who made 
60.000 yuan peddling the third volume of the Chinese 
patriarch’s selected works, was sentenced last week by a 
district court in the Huber provincial capital of Wuhan, 
the People’s Court News reported Tuesday. Wu sold 
hundreds of copies of the book last vear—via a local 
bookstore—to a trade union at the Wuhan Iron and Steel 
Factory, which was organising a mass Deng study ses- 
sion. Unfortunately for Wu. one of the workers was 
motivated enough to notice that some characters were 
missing from key sentences and sent the copy to Bering 
to have it checked. Bening confirmed the book was a 
forgery and Wu was then traced through the bookstore 
and arrested. Wuhan appears to have cornered the 
market on Deng piracy. A man was arrested there in May 
for illegally publishing a biography of the ailing leader 
written by his daughter Deng Rong. (Transcribed Text) 
(Hong Kong AFP in English 1012 GMT 3 Jan 95) 


JIANGSU 
Local Officials Disciplined for Smuggling 


In March 1993. the Weihua Industral Development 
Company in Lianyungang smuggled 2! “Hyundai” cars, 
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worth 2.38 million yuan, into the country from the ROK. 
Guo Shuochang, who was both company chairman and 
secretary general of the city government, was held 
mainly responsible. He was dismissed and his party 
membership was made subject to two years’ observation. 
Yang Dingliang, vice president of the city’s Bank of 
China office, also was relieved of his party post. He also 
was demoted for failing to supervise the company and to 
report the case to senior authorities after learning of it. 
In March 1993, the Lianyungang Economic and Trade 
Development Company smuggled 1,060 cases of ciga- 
rettes. worth 8.25 million yuan, into the city. Company 
Vice President Zhang Xinhua, who was held mainly 
responsible, was dismissed and was relieved of his party 
post. Zheng Yijun, vice president of the city’s Construc- 
tion Bank and member of the party group, was dismissed 
and relieved of his party post for granting loans for 
smuggling activities. Gu Weicai. secretary of the party 
group and president of the bank, was given a warning by 
the party. (Summary) (Beijing JULIAN JIANCHA BAO 
in Chinese 24 Dec 94 p 3) 


QINGHAI 


County CPC Secretary Expelled for Corruption 


The Qinghai Provincial CPC Discipline Inspection 
Commission has issued a circular on the expulsion from 
the party of Lu Bin, former secretary of the Guide 
County CPC Committee. Lu was sentenced to imprison- 
ment by the law court in Hainan Prefecture for taking 
bribes. The prefectural party committee also decided to 
expel Lu Bin from the party. Lu was found to have taken 
30,000 yuan in bribes from construction contractors, 
and also to have taken 10,000 yuan in bribes in Guide 
County for handling applications for non-farming resi- 
dential status. (Summary) (Xining Qinghai People’s 
Radio Network in Mandarin 2300 GMT 24 Dec 94) 


SHANGHAI 


Prosecutorial Organs Fight Economic Crime by 
Officials 

Shanghai, December 19 (CNS)—This year the Shanghai 
prosccutorial organs have set up special task forces to 
deal with economic crime offenders, especially those in 
government departments and law enforcement units 
such as trade, mdustrial and tax administrative depart- 
ments. According to statistics, between January and 
November, this year, the prosecutorial organs have pros- 
ecuted a total of 1,736 corruption and bribery cases, 
involving some 330 million dollars. As compared with 
the same period of the previous year, the number of cases 
has grown by 63.5 percent and the amount of corrupt 
money involved has increased by 1.3 times. Among the 
total prosecuted cases, cases involving RMB 10,000 or 
more were 1,483 in number, a 84.5 percent increase. 
Also, more serious cases involving RMB 50,000 or more 
and stealing public moncy cases involving RMB 100,000 
or more were 405, an increase of 1.1 times. The number 
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of crimes committed by officials at division level was 91 
which was 150 percent up over the same period of the 
previous year. The total amount of corrupt money recov- 
ereci was RMB 150 million. 


The Shanghai prosecutorial organs have focused their 
attack on economic crimes committed by Party and 
government officials. During the year, they have prose- 
cuted 40 such cases, increasing by 4.7 times. They have 
made very close monitoring to some particular depart- 
ments like the judiciary, trade and industry, tax, customs 
departments who have more opportunities to abuse their 
political power and receive bribes. Once they have any 
evidence, they will go ihrough the cases unt:! the very 
end with the aim of defeating commercial crimes and 
restoring the image of the law enforcement organs. 


In addition, they have also investigated 141 cases of 
stealing public money and receiving brites committed 
by officials responsible for finance, shares, futures, prop- 
erty market and stock exchange activities. This year they 
have prosecuted 14 cases of corruption, bribery and 
stealing public money committed by futures market 
officials by abusing their authority. In one of the cases, 
Huang Yaohong, sales representative of Shanghai Metals 
and Minerals Export Company, stole RMB 210 million 
by falsifying, quotations, attcrneys and certificates. 


As the speed of economic development is so rapid in the 
city, the number of economic crimes 1s on the rise and 
has given the Shanghai prosecutorial organs a very 
difficult task. (Transcribed Text) (Beijing ZHONGGUO 
XINWEN SHE in English 1406 GMT 19 Dec 94) 


_ More Than 1,000 Party Members Punished 


Shanghai, December 28 (CNS)—From January to 
November this year 1,476 cases of violating the law and 
the Party discipline have been registered and handled by 
Shanghai procuratorial organs at various levels as well as 
over 32,000 letters from masses have also been accepted 
and dealt with in Shanghai. 


This year’s struggle against corruption in Shanghai puts 
emphasis on the Party and the government organiza- 
tions. Since early this year, 1,168 Party members and 
government cadre have been disciplined for their viola- 
tion of discipline, and the 152 cars used in the Party and 
government organizations checked. At the same time the 
municipality has investigated and found that enterprise 
property of 1,951 pieces and RMB 178,000 had been 
used free of charge by the Party anc ;uvernment organi- 
zations. Those organizations have been ordered to return 
all these property and moncy. RMB 178.000 of public 
fund have been returned by 236 people who had used the 
money for travelling abroad. 


Since early this year, the municipai procuratorial organs 
at various levels have received informant letters of more 
than 21,000 in number and verified nearly $.000 cases. 
As many as nearly 1.500 cases have been registered and 
examined of which economic cases with each over RMB 
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10,000 have accounted for 330 in number involving 
bureau-level cadre of ten and department-level cadre of 
117 in number. 1,220 cases have been wound up and 77 
bureau and eight department-level cadre have been dis- 
ciplined by the Party and government. (Transcribed 
Text) (Beijing ZHONGGUO XINWEN SHE in English 
0612 GMT 28 Dec 94) 


SICHUAN 


Party Expels 2 Officials for Corruption 


The Sichuan Provincial CPC Discipline Inspection 
Commission has decided to expel two senior officials 
from the party. One is the former deputy magistrate of 
Wanxian Prefect and the deputy general manager of a 
company. He was accused of embezzling 60,000 yuan of 
public money. The other is the former deputy director of 
the provincial government's civil affairs department, 
who was accused of receiving 31,500 yuan of bribes. 
They have been sentenced by the court in Chengdu to 12 
and seven years’ imprisonment, respectively. (Summary) 
(Beijing ZHONGGUO JIJIAN JIANCHA BAO in Chi- 
nese 17 Dec 94 p 1) 


Recidivist Hurls Grenades at Chengdu Railway Station 


Zhou Gang. who threw grenades to resist the police at 
the Chengdu railway station, thus causing heavy casual- 
ties among innocent people, was arrested on 15 
December. Zhou, a recidivist who was released from 
prison last year, was intercepted by security personnel on 
10 December for trafficking in and consuming drugs. 
When being escorted to the police station, he threw a 
grenade he had brought along into the crow near the 
railway station, killing and injuring a number of people. 
The police uncovered his traces, then rounded up and 
caught the criminal, together with three accomplices. 
(Summary) (Chengdu SICHUAN RIBAO in Chinese 17 
Dec 94 p 1) 


Anticri.ne Campaign Yields Results 


The public security organs in Sichuan launched an 
anticrime campaign in late October, cracking 17,531 
criminal cases by the end of November, including 4,569 
major cases. The action also smashed 1,898 crime syn- 
dicates, caught 7,625 gangsters, seized 2,695 criminals at 
large. and confiscated ill-gotten property worth 31.58 
million yuan. In particular, Chengdu’s public security 
organs seized the prime culprit of a crime syndicate that 
had killed policemen in the past; two members of the 
crime syndicate were shot to death while being chased by 
the policemen in Wenjiang County. (Summary) 
(Chengdu SICHUAN RIBAO in Chinese 18 Dec 94 p 1) 


Drug- Trafficking Gangs Broken Up 


Chengdu, December 22 (CNS)—Sichuan Province has 
launched a severe attack against drug-trafficking activi- 
ties this year. As shown by statistics, between January 
and October of 1994, all anti- drug departments of 
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Sichuan police cracked down more than 1,500 drug 
cases, destroyed 49 drug-trafficking gangs, seized 85 
kilograms of heroin and 25 kilograms of opium. Owing 
to a close coordination between anti-drug departments 
of Sichuan police and other relevant departments since 
this year, drug fighting ability has been enhanced and 
many drug-related crimes have been cracked down. On 
March 20, Panzhihua’s Baoding police set up a check 
point on Baguanhe’s road. In a long-distance bus from 
Yunnan to Jinjiang, two drug dealers were caught and 
heroin of 8.39 kilograms were confiscated. On July 7, 
police stationed in the Southwest Airlines arrested five 
drug dealers and seized 2.7 kilograms of heroin. (Tran- 
scribed Text) (Beijing ZHONGGUO XINWEN SHE in 
English 1224 GMT 22 Dec 94) 


Chongqing Official Gives Briefing on Economic Crime 


On 30 December, the deputy procurator of the Chong- 
qing People’s Procuratorate briefed the press on nine 
major and serious cases of economic crime. Between 
January and November, the procuratorial organs in 
Chongqing handled 554 economic criminal cases 
involving 665 people. This included 319 serious cases 
and 37 major cases involving officials at and above the 
county and section level. In the course of handling these 
cases, the procuratorial organs retrieved from the 
accused more than 60 million yuan of ill-gutten money 
and property. (Summary) (Beiying ZHONGGUO 
XINWEN SHE in Chinese 1129 GMT 30 Dec 94) 


ZHEJIANG 


Hangzhou Solves Credit Card Fraud Case 


The Hangzhou City public security organ has cracked a 
case of fraud in which mainland criminals colluded with 
accomplices in Hong Kong to use counterfeit and out- 
dated overseas credit cards to buy valuable goods worth 
over | million yuan in Hangzhou, Suzhou, and Shangha. 
The criminals involved in the case were arrested and will 
be brought to justice soon. (Summary) (Hong Kong 
ZHONGGUO TONGXUN SHE in Chinese 0750 GMT 
21 Dec 94) 


Military & Public Security 


Meeting Lauds Achievements of Soldier's Wife 


SK0601064995 Beijing XINITUA Domestic Service in 
Chinese 1806 GMT 4 Jan 94 


[By reporter Jia Yong (6328 3057)) 


[FBIS Translated Text] Beijing, 4 Jan (XINHUA)}—The 
Propaganda Department of the CPC Central Com- 
mitt: , the General Political Department of the People’s 
Libe ation Army [PLA]. and the All-China Women’s 
Federation have recently held a meeting in Being to 
report on the deeds of a group of persons, including Han 
Suyun, wife of a soldier, who have been in the lead in 
loving the country and supporting the army. 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 


4% NATIONAL AFFAIRS 


Prior to the meeting, Yu Yongbo, member of the Central 
Military Commission and director of the PLA General 
Political Department, met with and saluted these per- 
sons on behalf of the Central Military Commission. 


On 4 January, the Huangsi Auditorium of the PLA 
General Political Department had a full house. Amid 
warm applause, Han Suyun introduced, in firin words, 
how she endured all kinds of hardships in takic « espon- 
sibility of the difficult task of managing an soldier's 
home upon her delicate shoulders for the past eight years 
and how she had garnered the real affection of others 
after suffering from a serious illness. Ni Xiaowu, 
instructor of training unit of the Nanning Military Sub- 
district in Guangxi and husband of Han Suyun, [word 
indistinct] remained focused on guarding the frontiers 
with the support of his wife and thus was able to [word 
indistinct] to the army. Liu Zhendong, secretary of the 
party committee of the hospital no. | attached to the 
traditional Chinese Medicine Institute and concurrently 
president of the hospital, Fan Kening, leader of the 
politics and law department of YANGCHENG 
WANBAO [YANGCHENG EVENING NEWS], Ma 
Shuxuan, propaganda department of the Wenshang 
County Party Committee in Shandong Province, and Liu 
Renjie, political commissar of the Nanning Military 
Sub-district under the Guangxi Military District, respec- 
tively introduced their experiences in helping and 
learning from Han Suyen and in propagating Han 
Suyun’s deeds. 


The deeds of Han Suyun, good wife of a soldier, were so 
touching that all of the |.300 army and civilian audience 
at the meeting were deeply moved, and many of them 
could not keep from shedding tears. 


In his speech to the meeting, Yu Yongbo pointed out: 
Han Suyun is an example for wives of soldiers in the new 
period. She embodies the perfect balance of loving one's 
family members, loving one’s family, loving the army, 
and loving the country. The deeds of Han Suyun and 
other members of the advanced group have fully 
reflected the great inspiration of the patriotic spirit, have 
reflected the great vitality of the traditional virtue of the 
Chinese nation, and have reflected the great coherence of 
the unity between the army and the government and 
between the army and the people. 


Yu Yongbo said: When learning from this advanced 
group with the likes of Han Suyun, it 1s most important 
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to learn from their spirit of loving the country and 
dedicating themselves to the country. Recently, Com- 
rade Jiang Zemin pointed out that the ideological and 
political building of the army must attract our high 
attention, and it must be put in the first place among 
various construction items of the whole army. The 
stirring deeds and the lofty ideological morality of Han 
Suyun and other members of this advanced group have 
provided extremely valuable teaching materials to 
strengthen the ideological and political building of our 
army. By combining the activity of learning from Han 
Suyun with the activity of learning from such heroes and 
models as Lei Feng, Su Ning, and Xu Honggang, with the 
activity of learning from advanced examples of one’s 
own units, with the activity of making the army and the 
civilians join hands in construction, and with the aciiv- 
ities of supporting the army and giving preferential 
treatment to family members of revoluuonary martyrs 
and the servicemen and supporting the government and 
cherishing the people, we should strengthen the building 
of the army in an all-round way in line with ‘he “five- 
sentence” general demands set by Comrade Jiang Zemin 
with a view to rarsing the revolutionization, moderniza- 
tion, and regularization of the army onto a new level. 


Liu Yunshan, deputy director of the Propaganda Depart- 
ment of the CPC Central Commitice, said ir his speech: 
At the moment, education on patriotism is being con- 
ducted throughout the country 1m line with the arrange- 
ments of the CPC Central Commitice. How does patri- 
otism specifically manifest itself? And, how can an 
ordinary person be regarded as a patriotic person? Han 
Suyun has provided very convincing answers for these 
questions with her actual deeds. 


Liu Yunshan expressed hope that propaganda, press, and 
cultural and art workers ~«l discover, support, and 
propagate such advanced figures and groups as Han 
Suyun with great enthusiasm and deep affection so that 
their spirit will be carried forward and become common 
practice in the whole society. 


At the meciing, Huang Qizao, vice president of the 
All-China Women’s Federation and first secretary of the 
Secretariat of the federation. announced the decision of 
the All-China Women's Federation on conferring the 
honorable title of the National “8 March” Red-Banner 
Pacesetter on Han Suyun. 


Attending the meeting were leaders of the PLA General 
Political Department, the All-China Women’s Federa- 
tion, and departments concerned. 
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General 
40% of Foreign-Funded Firms Guilty of Tax 
Evasion 


11K0401143795 Beijing ZHONGGUO XINWEN SHE 
in English 1349 GMT 4 Jan 95 


{[FBIS Transcribed Text] Beijing, January 4 (CNS)}—An 
official of the State Administration of Taxation said that 
after investigation and audit on taxation, 40 percent of 
foreign-invested enterprises in China were found guilty 
of tax evasion from 1993 to 1994 with the evaded taxes 
totally valued at about RMB [Renminbi] 400 to 500 
million. 


According to a special inspection on personal income tax 
of 52.000 foreigners conducted in 1994, 15,000 for- 
eigners were found of evading taxes with taxes receivable 
reaching RMB 35.55 million in amount. 


The ways of evading taxes adopted by foreign-invested 
enterprises are mainly shown in four aspects: in the 
aspect of purchasing goods, they falsely increase original 
value of goods and make a false claim im import cost. In 
the aspect of production, they add more fees into pro- 
duction cost and list more charge items. In the aspect of 
sales, they report less turnover or transfer them, ard list 
more cost in marketing. In the aspect of profits, they 
mainly reduce or deduct profits thai ought to be taxed 
from, and expand the non-business expenses and so on. 


Article on ‘New Thinking® in Enterprise Referm 
11K0601073695 Beijing LIAOWANG in Chinese No 47, 
2! Now 94 pp 4-5 


[Article by Li Nanling (2621 0589 3781) and Wang 
Haizheng (3769 3189 1767): “New Thinking on Real- 
izing Separation of Government Functions From Those 
of Enterprises” ] 


{[FBIS Translated Text] In enterprise reform which 
emphasizes the establishment of a modern enterprise 
system, assets relations shouid determine the relation- 
ship between government and enter; rises, and assets 
links should replace the administrative links of the past. 
Assets operations should promote enterprises to trams- 
form their operational mechanisms, thus enabiing state 
assets in enterprises to enter a benign cycle of preserving 
and increasing their value on the basis of optimizing 
distribution. This is the conclusion drawn by us from 
interviews with various government officials and factory 
managers wiile investigating the question of the man- 
agement of state assets. 


How To Truly ‘Separate’ Govezament Functions From 
These of Enterprises” 


The separation of government functions from those of 
enter orises has always been a difficult problem in enter- 
prise reform. This problem has not yet been fundamen- 
tally resolved, with the result that enterprises’ indepen- 
dent operations are still constrained by relationships of 
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administrative subordination. In the course of this inter- 
view, comrades from many localities stated that in 
reality, state-owned enterprises cannot and should not be 
totally separated from government because the assets of 
enterprises belong to the state. The actual im plication of 
the “separation of government functions from those of 
enterprises” 1s that the relationship between the govern- 
ment and enterprises should be determined according to 
assets relations. The ownership of state assets and the 
corporate property nights of state-owned enterprises 
should be clear!:’ distinguished. 
How can government functions be truly separated from 
those of enterprises? In the course of actively exploring 
this question, various localities and enterprises stated: 
First, it 1s necessary to separate government from asscts. 
In other words. the government's functions in social and 
economic admir «stration and its function as the owner 
of the assets must be truly sejarated. At present, 
Shanghai and Shenzhen have aiready established state- 
owned assets administrative committees directly under 
the city governments. These committees exercise 
authority over enterprises’ state-owned assets in terms of 
ownership and earnings. They have taken the first step in 
separaiing povernment’s social administrative functions 
from its function as an owner of assets. Second, the 
administration of state-owned assets must be separated 
from their operations. The unified and effective admin- 
istration of state assets must be undertaken by a special 
government organ. Utilizing the method of consignment 
and delegation of authority, several authorized compa- 
nies should be responsible for the management and 
operation of state-owned assets. Third, ownership rights 
and operational rights should be separated. The func- 
tions of boards of directors, supervisory boards, and 
operational bodies mm enterprises should be strictly 
defined. The board of directors and supervisory board 
represent the owners, and they should exercise necessary 
and eflective supervision over the operators. However, 
they must not interfere with their normal and indepen- 
dent operations. Fourth, profits and taxes should be 
separated. In future, taxes should be used to protect 
finance, whereas profits should be used to invigorate 
enterorses. Taxes should be turned over to financial 
iments and used as regular exnenses for safe- 
Jing state power and promot ng social development. 
nate-owned enterprises’ after tax profits should be rein- 
vested in enterprise development. 


“New Concept™ of Operations 


According to assets relateons, governmen: authorization 
is needed im order to transfer state-ov ned assets to 
enterprises for operations. Therefore, the emergence of 
the new concept of “authorized operations” has enriched 
the meaning of the admunisiration and operation of 
State-owned assets. It can be seen from the development 
trend that authorized operational companies will 
become a fairly large sector covering state-owned assets 
in all state-owned and nonstate-owned enterprises, and 
they will be responsible for preserving and increasing the 
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value of these assets under the inspection and supervi- 
sion of the government. Beijing, Shanghai, Shenzhen, 
and other paces have made active explorations of these 


“authorized operations.~ 


After several years of practice in managing state-owned 
assets. Shenzhen has realized that state-owned assets 
operational companies, as intermediaries, should not be 
monopolized by a certain organization. Some large. 
qualified group companies should be chosen to under- 
take state-owned assets authorized operations to form 
several state-owned assets operational companies which 
compete with and promote each other. To this end, the 
Shenzhen Municipal Construction (Group) Company 
has been chosen this year as an experimental unit for 
authorized operations. This large state-owned enterprise. 
with 23 wholly owned subsidiary companies and eight 
equity participation or holding enterprises, has been 
entrusted by the Shenzhen City State-Owned Assets 
Administrative Committee to be responsible for state- 
owned assets operations within an authorized scope. The 
company represents the city state-owned assets adminis- 
trative committee in exercising powers of holding, using, 
disposing, and the income earned from state-owned 
assets. In the meantime, tt exercises ownership righis, 
according to the law, over state-owned assets within an 
authorized scope (in. estment profits, choice of opera- 
tors, major decision ‘naking im operations) to opera‘e 
State-owned asset in ..rms of value and ensure increases 
in the value of state-owned assets. 


In addition, Shenzhen has also issued “State-Owned 
Assets Authorization Contract Certificates” to six state- 
owned enterprises snder the city and |! state-owned 
holding enterprises. Under the authorization of the City 
State Assets Administrative Committee, the Shenzhen 
City Investment Management Company has been 
granted, according to law, investor's benefits and rights 
over the more than 4.5 billion yuan of net assets of the 17 
enterprises. It has assumed responsibility for these enter- 
prises, which is limited by the amount of investment. 
These 17 enterprises, utilizing all corporate assets 
formed by state investment and other investors, carry 
out independent operations according to the law, are 
responsible for their own profits and losses, pay taxes 
according to regulations, and independently enjoy civil 
rights and assume civil responsibilities. This reform has 
not only provided a solution to the problem of “omission 
of responsibility” over state-owned assets, but has also 
enabled state-owned enterprises to thoroughly remove 
the “barriers” of unclear ownership, integration between 
government and enterprises, and failures to clearly 
define power and respon ubilities which obstruct devel- 
opment. It is a step forward in establishing a corporate 
enterprise system and a system of limited responsibility, 
which conforms with the demands of a modern enter- 
prise system. 


During the interview, comrades from the northeast. 
Sichuan. and 40 on, also stressed: To replace adminisira- 
tive links with assets links. operational concepts and 
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methods must be shifted to assets operations. Operations 
should be measured by the repayment of assets and 
increasing their value. The transformation of enter- 
prises’ operational mechanisms must also be suited to 
the demands of assets opcrations. 


Selecting Superior and Eliminating Inferior and Flow of 
Property Ri_ats 


Comrades from some local governments are of the 
opimon that future reforms should put greater emphasis 
on treating enterprises as cells of the publicly owned 
economy, and even the entire national economy, so that 
they can be tested by the market principal of “selecting 
the superior and eliminating the inferior.” If we say that 
reforms over the past few years have stressed solving the 
problem of “selecting the superior,” then in the next step 
we must concurrently deal with the problem of “elimi- 
nating the inferior.” “Eliminating the inferior” also 
involves the question of changing from administrative 
thinking to assets thinking. The previous difficulties in 
“eliminating the inferior” came from the fact that 
making good what came after became entirely a matter 
for the government. If not handled well, it would become 
a political problem affecting social stability. This caused 
one to feel like walking on thin i.¢. However, if the task 
of “eliminating the inferior” was . signed to authorized 
State assets management companies, or big enterprise 
groups which fulfill the task through assets operations 
and reorganization, there would be fewer obstacles. The 
Shenzhen Petrochemical Group Shareholding Company 
provided us with profound enlightenment in this regard. 


Before 1990, this company was on the verge of bank- 
ruptcy. Of its 44 subsidiary enterprises, 18 were suffering 
losses. In August 1990, according to the principle of 
“selecting the superior and eliminating the inferior,” its 
new leading body took the lead in the country in raising 
the slogan of “eliminating enterprise losses and climi- 
nating loss-making enterprises.” It urged loss-making 
enterprises to reorganize themselves and turn from def- 
icits to profits within a specified time. If any subsidiary 
failed to turn from deficits to profits, it would be 
“eliminated™ through closure, the suspension of produc- 
tion, and mergers. In particular, after the company 
became an experimental enterprise which was qualified 
to operate state assets through the authorization of the 
city state-assets administrative committee, the pace of 
eliminating the inferior was accelerated. At present, with 
the exception of several enterprises which have been 
successful im turning from deficits to profits, the 
remaining 14 deficit-making enterprises have been 
“eliminated.” On this basis, the company has raised 
another slogan of “suspending and amalgamating enter- 
prises which make minor profits and promoting profits 
increases.” Through the effective operations of stock 
assets, 1t has eliminated low-efficrency enterprises so that 
the factors of production flow to high-efficiency enter- 
prises. This has promoted the optimization of resource 
allocation within the group company. 
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Effective assets operations have promoted the rapid 
development of the Shenzhen Petrochemical Group 
Company. Before 1990, only one enterprise under the 
group company had annual profits of over five million 
yuan, while there were 18 enterprises whose annual 
profits were less than 500,000 yuan. By the end of last 
year, the number of enterprises with annual profits 
exceeding five million yuan increased to 11, and there 
were only three enterprises whose annual profits were 
less than 500,000 yuan. In three years the group has 
taken three major steps towarc efficiency and profits: 
Compared with 1990, the group's total sales volume in 
1993 had increased by 500 percent, total profits by 600 
percent, and net assets by 18 times. 


Shenzhen Petrochemical Group Company has demon- 
strated that the optimized organization of the factors of 
production is the first requirement for protecting and 
increasing the value of state assets. To invigorate state- 
owned enterprises, it is first of all necessary to adjust and 
reorganize the assets stock structure among enterprises 
through assets operations according to the market pn. 

- of selecting the superior and eliminating the inic- 


In March last year, the entire Chaoyang Diesel Engine 
Plant, a large state-owned enterprise under Chaoyang 
City in Liaoning Province, was transferred to the 
Number Two Automobiles Group and became a wholly 
owned subsidiary of the latter. This move had three 
advantages: First, t gave the Number Two Automotive 
Group a stable diesel engine production base with 
model, quantity, and quality guaranteed; second, it 
increased the economic strength of the Chaoyang Diesel 
Engine Plant. and its profits reached 110 million yuan 
that year, which was twice its total profits in the 32 years 
since the establishment of the plant: and third, Chaoyang 
City collected 25 million yuan of taxes from Chaoyang 
Diesel Engine Plant and 4 million yuan of assets opera- 
tion fees from the Number Two Automobile Group that 
year. In addition, Chaoyang Diesel Engine Plant has 
benefited more than 30 small local enterprises related to 
it. 

in recent years, property rights transactions have been 
heating up rapidly. There are more than 170 property 
rights transactions organs nationally. According to an 
analysis by some local comrades, a direct reason for this 
is connected with profits. A number of localities and 
enterprises are anxious to obtain capital through prop- 
eny rights transactions. However, a deeper reason for 
this is connected with the objective requirement of 
adjusting the economic structure. From the angle of state 
assets ™..nagement and operations. speculative behavior 
in “buying and selling enterprises” should not be encour- 
aged. However, it 1s necessary to firmly grasp assets links 
and organize well rational and standardized property 
rights transactions through the consolidation and con- 
struction of the property rights market. This will enliven 
state assets stock and optimize their allocation, so 
obtcining the best results. 
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More Important Than Flow of Property Rights 


Under the dual pressures of insufficient capital and a 
weak market for a large number of state assets, absorbing 
and reorganizing the factors of production has become 
an important means of economic development in recent 
years. However, some men of insight have pointed out 
that the flow of property rights is not the only way to 
guarantee and increase the value of state assets. A more 
important task for enterprises is to transform their 
operational mechanisms so as to manufacture products 
in light of ma:ket demand, and. through the efficient 
expansion of production, promot< safe increases in the 
value of state assets. 


The small “Wei Tai 999 granule™ packet has enabled the 
Nanfang Pharmaceutical Factory to rise rapidly over a 
short period of seven years to occup’ a preeminent 
position in China’s pharmaceutical industry. It has 
learned through practice the importance of marketable 
products im ensuring the survival of enterprises in 
market competition, It has always made product devel- 
opment its first priority. Now the “Wei Tai 999 granule” 
not only claints more than 70 percent of the market for 
siomach medicine, but has also been exported to Europe. 
the United States, and Southeast Asia. The factory has 
developed three major kinds of products, including 
patent Chinese medicines, unprocessed Chinese medi- 
cines, and tonics. In particular, 999 cold capsuics, 999 
antibacterial ointment, rheumatism pills, Zhengtian 
pills, and so on have received an erthusiastic market 
response. Last year, the factory's output value reached 
2.9 billion yuan, profits and taxes were 290 million yuan, 
and net assets were valued at 2.3 billion yuan. 


By 1991. the Anshan Bicycle Factory had already accu- 
mulated losses of 105 million yuan and had become a 
prominent loss-making large enteprise in Liaoning 
Province. Following the readjustment of its leading 
body, the factory persisted in grasping internal enterprise 
management with one hand and transforming opera- 
tional mechanisms with the other. It catered to market 
demand and imported technology to produce new prod- 
ucts. It has created a completely new situation in turning 
from deficits to profits through rapidly developing new 
products every three days. Over the past two years, its 
profits and taxes have reached 120 million yuan. Its total 
profits and taxes and profits index rank third in the 
national bicycle industry. Its overall !abor productivity 
and product sales rate rank first in its field. Such 
achievements have been treated with special esteem by 
other manufacturers in the field. 


“Standing on the bank and admiring the fish” 1s not as 
good as “stepping back to weave a net.” During the 
course of this interview, we were glad to see that many 
enterprises have realized this. They have started to shift 
their attention from merely asking the government about 
policies, projects, and investments to improving their 
own efficiency through management mechanisms. They 
are relying on product development to achieve market 
efficiency. 
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*Enterprise Losses Cause ‘Conspicious Problems’ 


9SCEO114A Beijing QIYE GUANLI [ENTERPRISE 
MANAGEMENT] in Chinese No 10, 1 Oct 94 p 3 


[Article by own commentator: “Reversal of Enterprise 
Losses Demands Immediate Attention”] 


[FBIS Translated Text] Since the start of this year, 
following smooth progress in the various major 
reforms—reform of public finance and taxation, finan- 
cial reform, reform of foreign exchange and trade, invest- 
ment reform, price reform—a system of macroeconomic 
regulation and control, consistent with the development 
of the socialist market economy, is gradually taking 
shape and being evolved. Because all the various reform 
measures have been continuously reviewed, improved, 
and advanced in the course of actual practice, and 
because attention has been paid to ensure a dynamic 
development of macroeconomic regulation and control, 
attention also having been paid to the improvement in 
the environment of macroeconomic operations, China's 
industry has been able to maintain rapid growth, avoid 
major upheavals, and improve its economic returns. 
However, for a variety of reasons, economic returns 
from state-owned enterprises have remained low, their 
sales are stagnating, they are suffering a shortage of 
funds, and in particular, their losses have become a very 
serious problem. All these are still most conspicuous 
problems throughout industry and even throughout the 
entire national economy. 


We must truthfully acknowledge that the reality of these 
serious losses in the state-owned enterprises are some- 
thing that must definitely not be treated lightly. 
According to one view, the widening sphere of state 
enterprise losses since the start of this year and the 
increasing amounts of such losses are due to some 
extraordinary factors. There is some basis for this 
opinion, but we must not draw from it the wrong 
conclusion that losses must be accepted as normal. For 
instance, since last year the state has adjusted prices for 
coal, crude oil, electric power, communications, and 
transportation, and has twice raised the interest rate for 
bank loans. Some enterprises could not absorb these 
adjustments within a short time; they have resulted in 
substantially higher costs, with the further result that 
profits turned into losses. It must be pointed out, though. 
that in the past many enterprises had relied on the 
distorted price structure to conceal the low efficiency 
and low economic efficacy of their business operations; 
they had based ail their profits on irrational comparative 
price relations. It had become absolutely necessary to 
straighten out prices, to truthfully reflect the state of 
business operations of the enterprises, and to promote a 
healthy development of the economy. Furthermore, 
from July last year, the new finance and accounting 
system allowed the enterprises to raise their depreciation 
rate, increase technological development expenses. and 
add as costs not only all losses due to bad debts, but also 
bonus payments and interests for long-term loans. All 
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this is beneficial for the eventual implementation of 
independent management rights of enterprises, for 
gaining a true picture of the business operations of 
enterprises, for increasing the working capital of enter- 
prises, and for strengthening the logistics in support of 
enterprise development. However, various places have 
reported that due to the institution of the new financial 
and accounting system, some items of the past that 
should have figured as costs were not yet entered as costs 
at that time, and that therefore profits have now been 
reduced by those items, and that for this reason latent 
losses in some enterprises have become overt losses. It 
must be said that applying the new financial and 
accounting system has indeed greatly contributed to the 
broadening of the sphere of enterprise losses, but on the 
other hand, bringing latent losses into the open is a very 
good thing. It helps people realize the true state of 
enterprise losses, and as a consequence to recognize also 
more soberly the urgency and also the difficulties of 
reversing these losses. 


We must scientifically analyze the causes for the serious 
losses of state-owned enterprises and must under no 
circumstances oversimplify what is actually a complex 
issue. If enterprises are now intent on transforming 
losses into profits, success will depend to a large extent 
on efforts by the enterprises themselves; they must direct 
their attention to their internal affairs, work hard at 
improving internal capabilities, tap potential in manage- 
ment, and in the true spirit of reform seek new ways of 
overcoming all difficulties. Unprofitable enterprises 
must squarely face the one question: why ts it that some 
other enterprises, working more or less in the same 
macro-environment, have been able to maintain 
abounding vitality and vigor, while they, the unprofit- 
able ones, are beset with all kinds of difficulties and find 
themselves at their wits’ end? If we emphasize that 
enterpiises should assume responsibility for turning 
losses ,nto profits, it does not mean that we uncritically 
blame the enterprises for all the causes of their losses. It 
has to be realized that many of the problems that have 
now brought down so many enterprises are such that 
cannot be resolved by the enterprises themselves. Statis- 
tical data show that there are roughly two phases since 
the start of the 1980's: prior to 1988, enterprise losses 
did increase year by year, but at a stable rate; in 1989 and 
1990, enterprise losses rose sharply, doubling each year, 
and although the trend was brought under control since 
199}, the losses remain high. Looking at the regional and 
trade-wise distribution we see that in regions with pre- 
ponderantly light industry, enterprise losses were gener- 
ally comparatively small; in regions with preponderantly 
heavy industry, enterprise losses were generally compar- 
atively serious. In the basic industries of energy sources, 
primary materials, etc. the proportion of loss-ridden 
enterprises was small, but the amounts of losses large. In 
the processing industries, the proportion of loss-ridden 
enterprises was large, but the amounts of losses small. In 
the last few years, losses throughout the coal and petro- 
leum industry were mainly due to their heavy obligations 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permisston of the copyright owners. 


FBIS-CHI-94-004 
6 January 1995 


under mandatory plans, which held product prices low, 
while the costs of exploiting the resources went up every 
year with the changes in mining and extracting condi- 
tions, so that they were unable to obtain sufficient 
compensation. These facts explain that enterprise losses 
are often due to the mutual effects of many causes. Apart 
from attending to the problems in the operations and 
management of the enterprises themselves, we also have 
to provide the enterprises with the necessary external 
environment by macro-policy adjustments, reform of the 
price structure, and readjustments of the industrial 
structure. 


We must institute a strict and clearly defined system of 
responsibilities for reversing losses, and must under no 
circumstances limit our action to mere general appeals. 
In all matters, it is necessary to pay special attentiun to 
the system of responsibilities, and furthermore to have a 
unity of responsibility, power, and interests, with 
responsibility falling on a particular person, power in the 
hands of a particular person, and rewards and penalties 
directed to a particular person. If no attention is paid to 
any system of responsibilities, and a state of uninhibited 
irresponsibility is allowed to spread, it can easily ferment 
quite unexpected disasters. Should enterprises try to 
reverse their losses without an effective responsibility 
system, they will not only find it impossible to do so, but 
will also find that things will get completely out of 
control, and they will harm the cause of socialism in a 
way that is even more serious than their losses. China is 
presently in a period of transition from planned 
economy to socialist market economy, and as the enter- 
prises have not yet become full-fledged market entities, 
the government must still step in with its own official 
responsibility in the matter of transforming enterprise 
losses into profits, while instituting the responsibility 
system would indeed be an effective measure to adopt. 
Instituting the responsibility system can mean added 
encouragement for and also restraints on enterprise 
management, it can enhance the sense of responsibility 
in the government agencies in charge of economic con- 
trols, and it can be beneficial in promoting a true 
“shifting of tracks” in the economy toward activities that 
are focused on raising economic returns. In imple- 
menting the responsibility system, it is, first of all, 
necessary to establish for each region and department a 
rational target for the reversal of losses to profits through 
the signing of responsibility pledges and through other 
methods, and have responsibility ascribed to certain 
persons in charge, i.e. institute a system of “responsibil- 
ity of the chiefs.” 


Second, it 1s necessary to have the task of reversing losses 
to profits specifically tied to the particular enterprises 
concerned. This is a fundamental point in all efforts at 
reversing losses to profits. Leadership and guidance has 
to be rendered in a differentiated way, each factory to 
have its own specific plan, attention to be given prefer- 
entially to large enterprises, whether profitable or 
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unprofitable. They are to be helped to study specific 
measures of reform, reorganization, transformation, and 
improved management. 


Third, we must conduct strict appraisals of perfor- 
mances and fulfill where rewards or penalties are due. 
How well or badly reversal of losses is performed must 
be taken as primary factor in evaluating the competence 
of the cadres in control and of the enterprise managers. 
Units or individuals that have made outstanding contri- 
butions shall receive rewards, those who have performed 
indifferently, have made wrong decisions, and have 
caused major damage to the state must be dealt with with 
severity. 


We must extend the work of reversing losses into profits 
to also comprise such broader efforts as raising enter- 
prise quality, and raising the quality of the entire 
national economy, and we must not only work on the 
reversal of losses merely for the sake of reversing losses. 
If an enterprise incurs losses, it signifies, generally, that 
the enterprise is somehow deficient. The existence of so 
large a number of loss-ridden enterprises signifies that 
China’s method of economic operations lacks efficiency 
and economic efficacy. In many cases, internal manage- 
ment in the loss-ridden enterprises 1s chaotic, they have 
no fixed numbers of workers, there is no accounting of 
materials consumption and no quality control, the utili- 
zation rate of capital, equipment, and manpower ts very 
low, and damage and wastage exist on an alarming scale. 
If enterprises of this kind do not remodel their opera- 
tions and management from ground up, if they do not 
improve their own quality, any further investments in 
them would be wasted, would be a loosing business, 
could not add to the state’s accumulation, nor add any 
wealth for society. Basic requirement for improving the 
quality of an enterprise is the change of its method of 
operations, particularly injecting competitive methods 
of operations into every link of its operations and 
management. On the other hand, the change of its 
operational methods and its further operations are insep- 
arably dependent on having as enterprise manager a 
person with a pioneering and exploratory spirit. We 
must therefore determine to start adjustments and 
improvements with the leading group of the loss-ridden 
enterprise, to resolve the actual difficulties faced by the 
enterprise. In this way, not only will there be hope for the 
reversal of enterprise losses, but also hope for a marked 
improvement in the quality of the enterprise as a whole. 
As to the government agencies in charge of economic 
affairs, apart from helping the enterprises to transform 
lasses into profits, they must form an enhanced aware- 
ness of the need to raise the quality of the national 
economy, and concentrate more attention on optimizing 
the industrial structure, the product mix, and the orga- 
nizational structure of the enterprises. They must work 
out the overall input-output accounts, investigate the 
economic growth rate, especially to what extent it was 
achieved by raising productivity, or whether achieved by 
high input of manpower, financial or material resources, 
energy resources, raw materials, or transport facilities. 
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They must investigate whether the economic structure is 
rational and whether economic operations are actually 
highly efficient. They must start out from raising the 
quality of the entire national economy. Some enterprises 
which, although loss-ridden, still conform to the state’s 
industrial policy and which produce products tnat show 
good developmental prospects, should be given prefer- 
ential treatment with respect to the supply of such key 
elements of production as capital funds, raw materials, 
and transportation; and they should in particular be 
guaranteed that special funds for their technological 
transfor nation will be available, thus giving them pref- 
erential support. However, enterprises which produce in 
excess of demand, which produce products of low quality 
that are priced high, that are saddled with heavy debts, 
and for whom reversal of losses to profits is hopeless, 
should have no further protection by favorable policies. 
At the same time as appropriate administrative methods 
are being used, more use shall be made of economic and 
legal methods, of bankruptcy, of auctioning off one lot, 
and merging or transferring the possessions of another 
lot. In giving effect to the mobility of property rights and 
in reorganizations, these enterprises are made to die and 
yet are revived again, giving new life to stocks of prop- 
erty and raising the efficiency in the disposition of 
resources. 


To sum up, the serious problem of losses in state-owned 
enterprises has become conspicuously perplexing for 
China’s economic reform and development. Many ques- 
tions in connection with the loss-ridden enterprises have 
accumulated over the years and have very complicated 
causes. However, these difficulties must under no cir- 
cumstances cause us to waver in our resolution and 
confidence in transforming losses into profits. If the 
present state of serious losses in state-owned enterprises 
will continue, and if no substantial changes are made, its 
adverse effect will not only mean further declines in the 
economic returns of enterprises, but will aggravate the 
state’s own financial difficulties and cause a decline in 
the living standards of staff and workers. It will also 
become a very serious political problem which will 
impair the healthy development of the national 
economy, wil! adversely affect progress in the reform, 
and may aiso affect overall social stability. We must 
therefor: be sure to approach the work of transforming 
enterprise losses into profits, and be sure to recognize the 
extreme importance and urgency of these efforts, from 
the high olane of developing the socialist market 
economy aiid safeguarding the overall undertakings of 
the entire party and entire nation. We must improve the 
quality of the state-owned enterprises from ground up, 
and must raise the efficiency and economic efficacy of 
operations throughout the entire national economy. 


*CASS Economist Views Inflation 


95CE0091A Dalian CAIJING WENTI YANJIU 
[RESEARCH ON FINANCIAL AND ECONOMIC 
PROBLEMS] in Chinese No 10, 15 Oct 94 pp 3-5 


[Article by Zhong Pengrong (6945 2590 2837) of the 
Institute of Finance and Trade under the Chinese 
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Academy of Social Sciences: “Understanding China’s 
Inflation Problem”—responsible editor: Xiang Da (0686 
6671)) 


[FBIS Translated Text] With regard to inflation, there 
are three principal questions: First, what attitude should 
be taken toward inflation? In other words, is inflation, or 
a rise in prices, a good thing or a bad thing? Second, what 
is the reason for inflation? And third, how can inflation 
be eliminated? 


With regard to the first question, there are two diamet- 
rically opposed opinions: One is the opinion of the 
people, or the broad masses of consumers. Believing that 
inflation is harmful to them, they are opposed to it and 
hope that prices can be brought under control. The other 
is the opinion held by factory directors and managers of 
enterprises. According to those I have contacted, it is not 
terrible if we experience some degree of inflation. A 
certain degree, they say, is not necessarily a bad thing; 
rather, it can speed up economic growth. In this connec- 
tion, I wish to elaborate on three points: 


First, inflation can certainly accumulate funds. Indeed, 
an appropriate degree of inflation is conducive to faster 
economic growth. It can accelerate the growth of the 
economy in two ways: One is that in some cases inflation 
can covertly transform part of the people's consumption 
funds into accumulation funds. For instance, a family 
has 10,000 yuan to spend for foods and clothes. Now, 
due to inflation, the 10,000 yuan have depreciated to 
8,000 yuan, or lost 2,000 yuan in value. The 2,000 . uan 
were taken away by the state as accumulation funds for 
national construction. At present, the people's total 
Savings amount to 1.6 trillion yuan. This, plus cash on 
hand, totals nearly 2 trillion yuan. If commodity prices 
rise 10 percent, each year the state will take 200 billion 
yuan from the people. If prices rise 15 percent, the 
amount taken will be 300 billion yuan, and if prices rise 
20 percent, it will be 400 billion yuan. If this amount of 
money is used for construction purposes, it will help 
accelerate economic development. This is the first way. 


Another way is that a certain degree of inflation can 
promote sales of commodities. When inflation appears, 
the supply of commodities will fall short of demand in 
the entire society; that is, demand will become greater. In 
1988, for instance, there was a rather serious buying 
spree. At that time, even inefficient refrigerators and 
color TV sets that could not produce pictures sold out. In 
general, in inflationary periods there are more buyers, 
the market is brisker, products made by enterprises are 
easier to sell, and goods become more marketable. In this 
sense, inflation is conducive to accelerating economic 
growth. 


Second, inflation should have a limit. This means that 
inflation should not exceed the limit that most people 
can tolerate. How much can most people tolerate? This 
changes from time to time. Generally speaking, the 
higher the people's income, the greater their tolerance. 
Based on the income of most people in China, it is 
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appropriate at this time to control inflation within a 
limit of about 15 percent. Anyway, it should not exceed 
20 percent at the most. If it exceeds this limit, a sizable 
number of people will find it hard to make ends meet. If 
inflation is kept within this fimit, most people can 
tolerate it, only a small number cannot. For the small 
number of people who cannot tolerate inflation, we can 
use social relief or similar measures to solve their prob- 
lems. 


Third, funds made available from inflation should be 
used for construction, not for any other purpose. As 
mentioned above, with a 15 percent inflation rate, each 
year the state takes 300 billion yuan from the people, and 
if the inflation rate 1s 20 percent, the annual amount 
taken from the people is 400 billion yuan. How should so 
much money be used? If it 1s used to build railways and 
factories, it can certainly speed up economic develop- 
ment. If it is not used for construction purposes, but for 
other things of a wasteful nature. then it will be pointless. 
It will not accelerate economic development, but will 
have a negative effect. Our actual situation at present is 
that a sizable amount of funds derived from inflation ise 
not used for economic construction, but to make up for 
the various losses caused by our current systems, such as 
those due to overlapping construction projects. the enor- 
mous losses accumulated by enterprises known as loss- 
incurring units, and losses resulting from overstaffing in 
government organizations. Before the reform drive, 
these losses were absorbed by the Ministry of Finance. 
Since the start of the reform drive, they have been made 
up by the people’s money and savings deposits, that 1s, 
they have been writen off through inflation. In view of 
this, we may say that a relatively large part of the money 
derived from inflation is now used as loss-compensation 
funds; in other words, it is used to compensate the 
various losses caused by the current systems. Such being 
the case, the greater the amount of losses compensated, 
the less positive is the role played by inflation. More- 
over, the money derived from inflation is not entirely 
from private citizens, a sizable part of it is from enter- 
prises. Enterprise funds should be used for production, 
but because of inflation some money ts lost through 
currency devaluation and taken away by the state. If this 
money is spent for construction projects such as railway 
projects, it is still used for production. The only differ- 
ence is that the user of the money has changed from 
enterprises to the government, and that previously the 
money existed as circulating funds and now it is railway 
construction funds. If this money is not used for con- 
struction, but is used to compensate various losses, then 
inflation is not playing its positive role but, on the 
contrary, 1s impeding the growth of the economy. 


Based on the above-mentioned three po:nts, | have two 
suggestions to offer: First, the inflation rate should be 
limited to about 15 percent. This way it will not exceed 
most people's tolerance. Second. funds derived from 
inflation should truly be used for construction, not for 
compensating any losses. This 1s an important matter. 
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The second principal question is the reason for inflation. 
On this question, theorists have many explanations. One 
explanation is that inflation is due to rising demand. 
According to this explanation, the essential method for 
eliminating inflation is to tighten the money in circula- 
tion and control demand. Another explanation 1s that 
inflation is cost-pusiied, that is, rising prices of raw 
materials lead to inflation. But | believe that China's 
inflation is system-related, or in other words, it 1s caused 
by the current systems, including the banking. invest- 
ment, and enterprise systems. 


Our banking system ts a system allowing everyone to eal 
from the big common pot. A main symptom of this 
system is that bank loans ave not treated as commodities 
that can be sold and bought, but are distributed and 
given away as gifts. If you do not take the loan, you will 
lose the gift. If you take it, you have no repayment 
obligation. Why do I say that our loans are not treated as 
commodities, but are given away as gifts? There are two 
reasons: One 1s that enterprises may choose not to repay 
loans from banks. Even without paying off old loans. 
they can get new ones. When borrowing from banks, a 
relatively large number of enterprises have no intention 
of making repayment. The second reason 1s that interest 
rates on bank loans are way below the inflation rate and 
the market interest rate. Sometimes, the inflation rate 
can be as high as 20 percent, and the market interest rate 
in some localities in China can exceed W percent, 
whereas official loan interest rates are in the region of 10 


percent. 


The above points out two things: First, our loans need 
not be repaid; second, our loans have very low interest 
rates. Because of this, all our enterprises and local 
governments are eager and dare to get loans. In our 
country, loans are the most-needed resource in the 
economic sector. Whoever has obtained loans can do 
anything. Among those who have come to Beying or 
provincial capitals on business trips, eight or nine out of 
10 are seeking loans. The people around the country 
from top down have formed a mighty loan-seeking army. 
and there has appeared a tide where everyone is eager to 
get loans. Under the impact of this tide. it has always 
been impossible to control the issuance of loans. In fact, 
control on loans has been loosened repeatedly. and 
restrictions lifted again and again. The central bank has 
yielded many times in this respect, and the annual credit 
quota has been overrun year after year. 


In view of this, we can say that inflation 1s not only a 
macroeconomic issuc, but a microeconomic problem as 
well. All units from the grass roots up are scrambling for 
more loans, and everyone is trying to borrow more 
money, thereby triggering inflation. In Western coun- 
tries, say, Japan [as published] for example. one of the 
main tasks of the bank's credit officer is to visit enter- 
prises to sell loans. Loans are his commodity. Some 
enterprises dare not take out a loan for fear that they will 
be unable to repay it. In our country, we have no 
automatic loan-control mechanism at the grass roots. 
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With everyone wishing to have loans and daring to get 
more loans, there are always insufficient loans to meet 
demand. How should we solve this financial problem? 


First of all, we should change the practice that loans are 
given out like gifts. Instead, we should really treat them 
like commodities that can be bought and sold. We should 
see to it that inefficiently operated enterprises do not get 
loans—that is, even if offered a loan, they should not 
dare accept it. How should we bring about such a 
situation? The key 1s held by loan providers—banks. 
Banks should be truly responsible for their own profits 
and losses. If they cannot recover a loz. they have to 
bear the .onsequences themselves. This way. they will 
not extend loans arbitrarily, but will iake the following 
steps: First. they will seriously investigate the prospec- 
tive borrower before a loan is extended, and something 
must be be offered as collateral, without which no loan 
will be extended. Seco d. banks should try in every 
conceivable way to recover th °~ ~~<« they have extended. 
If an enterprise is unable . «cps, ‘ve ‘oan, it should 
declare bankruptcy. Ov c@, the ‘vant bank presi- 
dent and the credit ’ . t suicide because 
they cannot be relic __gonsibilities. Fourth 
[as published]. . .. foans are nov. lower than 
the inflation rate »~ A interest rates are raised, 
some enterprises w ask for loans. This means that 
we have set up 2 on-curbing mechanism at the 
very grass-roots hk Without such a mechanism, 
everyone dares to get loans, and in that case it would be 
very hard to successfully control loans by merely relying 
on the banks or a few people or the central government. 
Those who want to get loans will find every reason and 
resort to every means to fulfill their requirement, and 
finally you can do nothing to retuse them. This can be 
likened to a crowd of people jostling to gct on a bus. It is 
very difficult for a conductor at the bus door te control 
them. To curb inflation, we must control loans, and 
controlling loans must be a voluntary action of thou- 
sands upon thousands of people at the grass-roots level. 


One of the basic characteristics of our current invest- 
ment system is that the primary planners of investment 
are government officials, the main source of investment 
capital 's bank loans, and investment risks are borne by 
the state. The government officials referred to bere are 
city party commitice secretaries and city mayors, in the 
case of cities. The main source of investment capital 1s 
bank loans. Likewise, in a county, investment projects 
are not funded by county government revenue, but 
mainly by bank loans. As investment risks are borne by 
the state, no harm is done to the county or city if its 
investment projects fail. This may cause a great waste of 
investment capital. Such an imvestment system is 
another major reason for inflation. 


What 1s more, the investment system is related to the 
financial system. Our current financial system 1s serving 
meals to different diners from different kichens. All 
counties have a fixed quota of revenue to turn over to the 
higher level. After meeting this quota, they can use the 
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surplus for their own purposes. The more surplus they 
have, the more they can spend for themselves. To 
increase their financial revenue, local governments must 
launch more investment projects and establish more 
enterprises, and the investment proiects are funded by 
bank loans. In reality, what they are doing is turning 
state bank loans into local investment projects and local 
enterprises, which are then turned into local financial 
revenue. For this reason, every local government wants 
and dares to launch more investment projects. Even if 
more money ts spent and greater josses are incurred, they 
still have nothing to lose. As a result, those at the lower 
level are busy launching new projects, and those at the 
higher level are printing more money. So, in a certain 
sense, we may say that in our country, a county head can 
issue Currency—though he cannot print money, he can 
Start many investment projects. 


How should we solve this problem? The key solutien is 
to make three [as published] changes with regard to 
investment: One is to change the principal pianners of 
investment from governmert officials to enterprises and 
other non-government sectors. When a city wants to 
have 2 cotton textile mill or a winery, such projects 
should be undertaken by enterprises, ard the local gov- 
ernment should not be involved. The second change is 
that requirements for investment capital should be met 
mainly by rssuing stocks instead of bank loans. Under a 
sound financial system, whether the enterprises rely on 
loans from the bank or directly issue stocks to raise funds 
for investment, they have to bear full responsibility for 
the profits and losses from the investment projects. In 
our country, however, the bank credit funds are like a big 
pot. Money deposited by residents a bank can be len" by 
the bank to enterprises for various investment projects. 
In that way, the money is transformed into siate funds— 
funds that may or may not be repaid. 


In addition, a large number of our state-owned enter- 
prises have long been operating at a deficit. How do they 
survive? They survive on bank loans, the so-called unity- 
and-stability loans. These loss-incurring enterprises are 
also a major factor contributing to inflation. The reason 
is that a normal profitable enterprise's relationship with 
the market in terms of currency-commodity exchange ts 
a process of continuous giving and receiving currency. 
On the one hand, the enterprise gives currency to the 
market in exchange for commodities and raw materials 
to meet the needs of its operations. After one or two 
wecks or a certain period, it puts its own Commodities on 
the market and gets back the currency. At first, it gives 
currency and receives Commodities: then, it gives com- 
modities and gets back the currency it has given. But a 
loss-incurring enterprise only gives currency bul never 
gcts it back: that 1s, it does not take part in the second 
half of the above-mentioned process. This 1s why loss- 
incurring enterprises constitute one of the maror reasons 
for inflation. A sizable part of the funds taken from the 
people and from profitable enterprises through inflation 
are used to support these loss-incurring enterprises As 
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can be seen, as long as the large number of loss-incurring 
enterprises stil! exist, it will be very hard to do away with 
inflation. 


How, then, should we climinate loss-incurring enter- 
prises? We should transform enterprise operational 
mechanisms: in other words, we have to solve the 
problem by reforming the enterprise mechanism. As long 
as the current enterprise mechanisms remain and the 
large number of loss-incurring enterprises still exist, 
there ts no way to climinate inflation. 


Another problem is overstaffed administrative organs. 
This problem, too, has not been resolved despite our 
many years of lip service to seeking a solution. Every 
year we have vowed to streamline our administrative 
organs, but the fact is that their number keeps increasing, 
they have more officials, and their expenditures are 
growing. As to how much ts needed to support an 
additional official, including his housing, car, and other 
expenses, we can calculated this on the basis of the past 
records. The increase in government expenditures and 
the fatiure to streamline overstaffed organs have resulted 
in a financial deficit. To make up for the deficit, the 
government has to overdraw money from the bank, 
thereby directly leading to inflation. If the government 
deficit 1s recouped by national debts instead of overdraft. 
will it still lead to inflation? One opinion holds that 
national debt incurred through issuance of treasury 
bonds will not lead to inflation. But I don't think this is 
always true. When we encourage the public and enter- 
prises to buy treasury bonds, in most cases they have to 
withdraw bank deposits in order to purchase the bonds. 
The bank will have fewer resources duc to smaller 
deposits, and if it cannot control the issuance of loans, 
then its monetary resources and tied-up funds will not be 
im balance. To achieve a balance in this respect, special- 
ized banks will have to borrow money from the central 
bank, and then, to make up for fund shortages in 
specialized banks, the central bank will have to print 
more moncy. As can be seen, the central bank ultimately 
has to recoup the financial deficits of the central govern- 
ment. This exp!ains the relationship between our current 
systems and inflation. 


it follows that, if we are to curb inflation, we must 
change the current systems. The inflation caused by our 
current systems and by loss-incurring enterprises has 
covertly taken away the money of the public and profit- 
able enterprises through rises in commodity prices. 
Where did the money go? It has been used to support 
loss-incurring enterprises. This sort of inflation has very 
little positive effect on econonuc development. In this 
sense, we can divide inflation into two categories, bene- 
ficial inflation and harmful inflation. If the money taken 
covertly from the public and enterprises through rising 
prices 1s used in building railways and other construction 
projects, this inflation is beneficial. If it is used for 
unjustifiable projects or to support loss-incurring enter- 
prises and overstaffed government organs, then it is a 
harmful inflation. 
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*Information Center Researcher Analyzes 
Inflation 


95SCE0092A Dalian CAIJING WENTI YANJIU 
{RESEARCH ON FINANCIAL AND ECONOMIC 
PROBLEMS] in Chinese No 10, 15 Oct 94 pp 6-12 


[Article by Li Laya (2621 2139 0068), affiliated with the 
State Information Center, edited by Chen Yang (7115 
2543): “Inflation: Status Quo, Prospects, and Reme- 
dies” ] 


[FBIS Translated Text] This year, 1994, is a crucial one 
for China's economic reform, as well as for China’s move 
toward a socialist market economy. At this decisive 
moment in the historical development of the Chinese 
economy, our 1994 inflation and economic growth are of 
special concern, being the focus of world and national 
attention. Our “double 13° in 1993, or our retail com- 
modity price index of 13 percent and our GNP growth 
rate of 13.4 percent, set the keynote for our 1994 
economic situation. As for we Chinese who do not 
believe in foreign superstitions, that “double 13” is a 
case of half pro and half con, or half omimous and half 
auspicious, as to our 1994 development. 


I. Our Inflation Status Quo 


An analysis of our inflation status quo is inseparable 
from an analysis of our economic growth state, as well as 
from the condition of our economic reform that is so 
closely interrelated with inflation and economic growth. 
While our 1994 economic reform is the most 
wideranging and in-depth of our 15 years of economic 
reform, we still need to clearly recognize that the 
emphasis on macroeconomics of our 1994 system reform 
constitutes a basic upgrade of our macroeconomic 
system. 


And while 1994 will also require that we do much crucial 
work im microeconomic reform, it ts still not a critical 
year in that area. As for how to invigorate large and 
medium state enterprises, convert state-enierprise oper- 
ating forces, and establish a public ownership system 
suited to our socialist market economy, we are still 
exploring and considering, with much work yet awaiting 
completion. So at the microeconomic level, none of 
those forces that cause inflation have been essentially 
shaken up, meaning that they are still playing a role and 
driv ing the onward growth of inflation. 


1. Fishing-type investment forces are still having an 
impact. Al present, our investment projects are generally 
overrunning their budgets by 40-50 percent, with many 
being several times beyond their original budgeted 
investments. The major cause of investment budget- 
overruns remains our investment system. At present, as 
to local government and enterprise investment funds, 
except for a part that ts self-raised, a very large other part 
remains dependent on bank loans. Since bank loans in 
the final analysis are state loans, our investment benefits 
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go mainly to localities and enterprises, while our invest- 
ment risks are left mostly to the state. In this state of 
affairs, local governments and enterprises are all natu- 
rally competing actively for investments and projects, 
which is the fundamental reason why our investment 
scale gets repeatedly out of control. 


In 1993, a key cause of our inflation was our runaway 
investment scale. Our 1993 national fixed assets invest- 
ment was 1|.1829 trillion yuan, up 50.6 percent from 
1992 (for real growth of 22 percent when corrected for 
inflation). By the end of 1993, the planned gross invest- 
ment in state-unit capital construction and upgrading 
projects had reached 2.327! trillion yuan, up 41.5 per- 
cent from the end of 1992 or, excluding completed 
projects, 1.32 trillion yuan, up 60 percent. Concerning 
our runaway 1993 investment scale, our runaway real 
estate investment scale was most glaring. It is estimated 
that we invested 100-200 billion yuan worth of capital in 
real estate in 1993. And most of these real estate funds 
were focused in the two provinces of Guangdong and 
Hainan, and in Beihai city [Guangxi]. The greater head- 
ache is that such real estate investment very quickly 
turns into real estate speculation. 


This huge investment scale caused an overall production 
shortage in our communications and transportation, 
power, and raw mater als industries, with product supply 
not meeting demand. This, in addition to causing a 
24-percent rise in manufactured goods factory prices and 
a 28.6-percent increase in fixed assets investment 
product prices, also resulted in rolled steel imports of 30 
million tons and crude imports of over 10 million tons, 
causing our foreign trade deficit to reach $12.18 billion. 
Since large amounts of exportables were shifted to meet 
domestic demand, in addition to the Western nations’ 
economies still being in the process of bottoming out, 
China's 1993 export growth rate was the lowest in recent 
years at only 8 percent, while our import growth rate of 
29 percent was in contrast the highest in recent years. In 
1993, China's foreign exchange reserves were just a little 
over $50 billion, not making us well-off. so that if our 
foreign trade deficit is not reversed, our foreign exchange 
reserves will be affected. This would affect China's 
foreign debt repayment capability, as well as our 
progress in making the RMB a convertible currency. 


While our pumping of the brakes in mid-1993 effectively 
stopped new project starts, it certainly did not conscien- 
tiously clear up underway projects, leaving an enormous 
amount of ongoing projects to be shifted to continued 
construction in 1994. In light of the budget-overrun 
factor, the completion of these projects in 1994 will 
require a large additional capital input. In addition to 
certain indispensable new project starts, this means that 
our 1994 fixed assets investment scale will certainly have 
no way to back down, making it hard to cut back. 


It could be said that the two major crucial factors 
sustaining our rapid 1993 economic growth were our 
fixed assets investment and our imports. Since it will be 
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hard to reduce our fixed assets investment scale in 1994, 
with our import momentum likely to continue, these two 
major factors will still continue to drive our 1994 
economy to continued rapid growth. While our govern- 
ment has planned for 1994 GNP growth of 9 percent, 4.4 
points lower than in 1993, the actual implementation 
will find that it will be considered pretty good if we can 
bring our economic growth rate back down to 10 percent. 
While the government might make the decision to halt a 
large number of ongoing projects and restrict imports, 
the current momentum shows that both of these would 
be hard to achieve. 


Our January 1994 industrial growth rate has already 
tested and verified the above thesis. Our national indus- 
trial output value for January 1994 at the township level 
and above was 290.3 billion yuan, or growth of 19.9 
percent at average-day output value, for a quite rapid 
growth momentum. But our state enterprises had not yet 
bottomed out, with their average-day output value for 
January up only 2.9 percent. Many state enterprises were 
still faced with the inability to pay wages. So how to help 
our State enterprises bottom out became one of the hot 
topics of 1994. In January. our imports were still growing 
rapidly, while our exports had picked up only somewhat. 
This showed that our 1994 economic growth would have 
to be sustained by imports, meaning that 1 would be 
hard to reverse our foreign trade deficit. And the 
increase im our January foreign exchange balance was 
due to other foreign exchange earnings, not foreign trade 
income. In January, consumer prices in our 35 large and 
medium cities were up 23.3 percent from January 1993. 
gctting off to a good start. It 1s thus obvious that our 
brake-pumping in 1993 certainly did not remove the 
inherent driving forces of inflation, rather merely 
slowing its acceleration momentum. 


2. The income-compctition force, along with the wage- 
erosion-of-profits mechanism, is still playing a role. 
Since reform, our individual-io-national-income ratio 
has risen steadily, rising almost a poimt a year. On the 
other hand, our state revenues are relatively down. This 
respective rise and fall shows that state revenue has 
shifted to individual pockets, in which the wage- 
erosion-of-profits mechanism has played a role all along. 
Meanwhile, the income-competition force 1s also playing 
a role. Our economic reform in 1994 has certainly not 
shaken up essentially these two forces. While our tax 
reform has dealt with the income muiier. it has had no 
direct impact on most individuals. As long as these two 
forces continue to play a role. individual incomes will 
continue to rise. By 1993, our individual deposits had 
reached 1.4764 trillion yuan, up 321.9 billion yuan from 
the end of 1992, or 27.9 percent, which means that in 
addition to individual stock and bond investments. 
individual savings had become the major part of our 
domestic savings, or our major source of investment. 
Since our fixed assets investment scale remains stub- 
bornly high in 1994, stabilizing individual savings is 
particularly important. Coordinating individual savings 
with enterprise and local-government investment ts a 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners 


FBIS-CHI-94-004 
6 January 1995 


macroeconomic regulation and control matter that must 
not be neglected in 1994. In 1993, we relied on ensured- 
value savings and sales promotions of treasury bills and 
stocks to coordinate this matter. In 1994, in addition to 
continued ensured-value savings, the establishment of a 
national bond market, enabling individuals to trade 
treasury bills directly on the bond market, and the input 
cf about 5 billion yuan in new stocks, can all play a role 
in coordinating savings with investment. 


In 1993, our per capita rural income averaged 921 yuan 
a year, up about 3.2 percent when corrected for inflation. 
but far lower than our real per capiia urban income 
growth rate of 10.2 percent, continuing to expand our 
urban-rural gap. On one hand, competition forces are 
playing a role in the cities, while the urban-rural gap 
grows on the other, which are the current basic features 
of China's income distribution. These. plus our growing 
coasial-interior income gap. are ali likely to become 
factors contributing to social instability 


The govern:nent civil service wage reform steps taker in 
1994 are bound to spur [wage] competition by state 
enterprises and other urban residents. As for urban labor 
and service markets, the cost of hired manpower was 
already up sharply by the end of 1993. It looks like 1994 
1S going to be a year of individual income rising to new 
heights. The extent to which increased imdividual 
imcome will impact prices has yet to be seen. This will be 
affected by whether “housing reform” is implemented 
overall in 1994. Widespread housing purchases by indi- 
viduals will sharply reduce the impact of higher wages on 
prices. In addition, if securities market prices for trea- 
sury bills and stocks rise, thes will help to attract mndi- 
vidual purchases of stocks and bonds, to curb individual 
consumer demand. 


3. Finally, monetary-pressure forces are still having an 
impact. Local governments and enterprises are doing 
everything possible to increase their investments, which 
pressures local banks into repeated additional lending. 
These pressures come in many forms, such as fishing 
projects for which, if banks do not make additional 
investments, the banks’ original investments are also lost 
m the process. Then there are cases of taking over 
working capital to spend on fixed assets investments, so 
that when factones are confronted with subsequent 
operating and wage-payment problems, banks have to 
grant stability and unity loans When local banks face 
quota shortages, they put pressure on higher-level banks. 
eventually resulting in all special banks putting pressure 
on the central bank to increase lending In 1993. our 
bank loan balance was 2.6461 trillion yuan, up 484.6 
billion yuan from the end of 1992. or 2?.4 percent. This 
inciuded a working capital loan balance of 1.8689 trillion 
yuan, up 19.5 percent, a fixed assets loan balance of 
$17.1 billion yuan, up 31.7 percent, and a market cash 
circulation volume of 586.5 bilhon yuan, up 35.63 
percent. As our 1993 working capital loans were far from 
mecting market needs, the pressure on banks to make 
additional working capital loans in 1994 will grow 
steadily. 
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While 1994 is a crucial year for the establishment of 
money miarkets, as to both macroeconomic regulation 
and control and microeconomic forces, our financial 
reform has not yet broken free from the old system. 
Macroeconomically, the interest rates, reserve fund 
rates. and open market operations commonly used by 
market-cconomy countries still find m hard to play a 
dominant regulatory role, leaving them to play only a 
minor one. Loan rationing will not be abandoned in the 
short-term, and will play the dominant regulatory role. 
Microeconomically, enterprises are still insersitive to 
loan interest rates. Since interest rates are the price of 
capital, if price does not play a role, money markets are 
not genuine markets. The genuine establishment of 
money markets, and the success of financial reform, will 
depend on the success of state-enterprise ownership 
reform. Unless the soft restraints on state-enterprise 
financial budgets are changed, it will be impossible to 
establish genuine money markets. 


The nonpayment of loans by state enterprises has turned 
about one-third of our banking system's book capital 
into uncollectible debts and messy accounts. So to meet 
fund turnover needs, banks have to provide a steady 
stream of new supplemental funds. Special banks that 
want to commercialize are also facing the problem of 
how to deal with these uncollectible debts and messy 
accounts. In addition to ownership reform, this 1s 
another significant problem that 1s keeping banks from 
becoming market-onented. 


Our bank-loan situation in 1994 is not optimistic. In 
addition to our fixed assets investment scale requiring a 
large input of capital, our current industrial enterprise 
working capital shortage and sharply growing triangular 
debt also require a large capital input. Helping our state 
enterprises bottom out in 1994 will also necessitate a 
large input of working capital. Our huge investment 
scale, rapid economic growth, and double-digit inflation 
are all expansion forces for our banking caprial pie. 


These three key microeconomic forces are all impacting 
their corresponding macroeconomic regulation and con- 
trol sectors. The fishing-type imvestment force 1s 
affecting the investment planning pie of planning com- 
missions. The income-competition force, with the wage- 
erosion-of-profits mechanism, are affecting our receipts 
and spending planning pic. The monetary-pressure force 
is Impacting our bank lending planning pie. At the point 
where our old system has stepped down from the histor- 
ica! arena while the new one rs just being set up, whether 
planning commissions can effectively sort out ongoing 
fixed assets investment proyects, and whether banks can 
hold the line on their overall lending scale, will both 
require the test of time. Even if our economic growth 
rate falls back to 9 percent m 1994, i 1s still not clear 
whether inflation will follow. After two consecutive years 
of double-dignt growth, a third year of 9-percent growth 
would still be quite fast growth, even though our growth 
rate for our 15 years of reform has averaged ¥ percent. 
This shows that even if we achieve a 9-percent growth 
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rate in 1994, our growth rate will still not have fallen 
below our potential growth rate (our approximate 
average growth rate). So we have no grounds for 
counting on inflation to fall back below 10 percent. Nor 
do we even have grounds for hoping that 1t will be lower 
than in 1993. Even stopping a further acceleration of 
inflation in 1994, to bring 1 back down from its high 
start in January, will be really difficult. Considering the 
1994 price adjustment that will raise prices some, our 
1993 capital goods prices being higher than our retail 
price index. which will be bound to cause some cost 
shifting, and the price-tails shift, how much room will 
there be left for prices to fall in 19947? In addition, our 
exchange-rates merger and tax reform will both affect 
prices considerably. So in consideration of these many 
factors that affect prices, could we stull expect prices to 
fall? 


As to the current round of inflation, in addition to the 
abovementioned old forces that are still playing a role, 
certain new factors, forces, and features are appearing. 
So to control inflation, we are going to have to consider 
and study these new matters. 


By the end of 1993, the number of shareholding [joint- 
stock] enterprises throughout China had topped 13.000, 
with gross capital of 208.632 billion yuan, and 28 million 
shareholders, Our A shares had a gross market value in 
1993 of 13.27 trlhon vuan. A marked feature of Chinese 
stock markets 1s that they are highly speculative. While 
the turnover rate for stock markets in developed nations 
1s about 50 percent, and not more than 135 percent for 
the Hong Kong stock market that 1s commonly called a 
speculation market, the turnover rates for China's Shen- 
zhen and Shanghai stock markets for the first 11 months 
of 1993 were respectively 220 percent and 250 percent. 
So we roughly estrmate that 100 billion yuan worth of 
speculation capital 1s being speculated im stocks and 
bonds. 


In 1988, there was still no real estate speculation to speak 
of. But by 1993, our national real estate speculation 
capital was conservatively estimated to be about 100 
billion yuan, with the liberal estemate being that mt had 
possibly reached 200 billhon yuan. By 1993, our national 
unsold commercial housing backlog funds alone had 
reached 50 billion yuan (at 1,000 yuan per sq m). 


And in 1993, our flourishing futures and foreign 
exchange markets also had roughly 100 billhhon yuan in 
speculation capital. 


So a rough, conservative estimate ts that China has about 
300 billion yuan im speculation capital. If one-tenth of 
this 1s deposits mn idle form, then 30 billion yuan worth 
of speculation capital could impact our markets at any 


time, to stir up trouble. These 300 billion yuan worth of 
speculation capital and 30 billion yuan in idle funds are 
sharply adding to the uncertainty of the Chinese 
economy. The sharp price volatility for goods, such as 
rolled steel, on our 1993 real estate and futures markets, 
was closely linked to the trouble stirred up by this huge 
amount of speculation capital. 


The essential feature of speculation capital is not to 
engage in substantive investment. but rather merely to 
play on “price disparities,” or to buy low and sell high 

Another feature of speculation capital 1s that it 1s partic- 
ularly sensitive to macroeconomic conditions and eco- 
nomic policy. The frenzied rise in rolled steel prices at 
the end of 1993 and the beginning of 1994 illustrates this 
point. When lend:ng was slightly cased in the last half of 
1993, speculators anticipated that 1994 would be 
another year of rapid economic growth, with rolled steel 
demand remaining very high, so began the hoarding of 
rolled steel in an attempt to profit. 


This appearance of speculation capital has brought two 
profound changes to the Chinese economy. |. The eco- 
nomic mindset of Chinese consumers and producers has 
grown more complex, with anticipations and uncertain- 
ties both up sharply. In 1978. before ccomemnc reform, 
our consumers and producers were both subject to severe 
planning restraints, with lithe autonomy, leaving them 
able to act only in line with directives. But since our 
1978 economic reforms, the planning restraints on our 
economic man have gradually weakened, leading to the 
appearance of expectations. By 1993, the economic man 
that we saw was shifting to an active adaptation to 
economic conditions, striving to profit from economic 
change. as opposed to the past practice of simply trying 
to avoid losses. For instance. when national gram prices 
suddenly rose at the end of 1993, with grain prices rising 
instead of falling despite the bumper harvest. this 
seemed to be abnormal. But this was related to the 
stronger peasant awareness of a market economy, being 
a peasant initiative to cope with inflation. What was 
trucly abnormal was that many of us had made abso- 
lutely no psychological preparations for this. Some were 
even accustomed to regarding peasants as being a little 
simpleminded. What we need to pay particular attention 
to al present is that our growing inflation im 1993 
increased the individual uncertainty about future cxpec- 
tations. Taking for example the urban demand- to time- 
deposit ratio that gauges individual uncertainty. this 
ratio was 0.3 in 1988, the highest since 1962, and 0.26 by 
1993, the highest since 1989. as well as second highest 
only to 1988, and equal to 1987. In light of our very 
rapid stock market growth im the last 2 years, with 
incomparable factors, let us take a look at the monthly 
data for this ratio in 1993. See Table | 
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Raw | 2461 | 2508 | 264 | 28.09 | 2856 | 2905 | 2.01 | 2698 | 2615 | 2563 | 2553 | 26.34 


Table one shows the changes in this index after tae 
center tightened macroeconomic regulation and cortrol 
in 1993. Moreover, this ratio has also risen somewhat 
again since December 1993. This index also shows that 
the current economic man 1s making decisions based on 
the dual indicators of expectations and uncertainties. 
The economic man 1% Mere sensitive to uncertain 
changes, able to respond very quickly in the area of assets 
makeup. With stock markets, individual uncertainty has 
a much sharper macroeconomic impact, no less than the 
impact of expectations on the economy. This change in 
the economic man ts related to our market economy 
establishment and its 28 million shareholders. Stock- 
holders have a much stonger economic awareness than 
ordinary people. The economic actions of shareholders 
also impact the people around them. As to the economic 
man with a very strong economic awareness, as long as 
policies are adjusted shghtly, they will respond. We now 
need to conduct better theoretical studies of expectations 
and uncertainties, as well as paying policy attention to 
their changes 


2. Due to the existence of this speculation capztal, 
China's economic conduction mechanism has also 
undergone a profound change. For instance, when the 
government increases lending, in the past this impact 
was often subject to a six-month to one-year time-lag 
before 1 was conducted to output or prices. But since the 
appearance of this speculation capital, the conduction 
process has become a leap-form, in that once lending ts 
increased, output and prices leap to respond immedi- 
ately. The wild rise in rolled stecl prices at the end of 
1993 and the beginning of 1994 was a typical example of 
this. Speculation capital responds immediately to policy 
change. And this exemplary role of speculation capital ts 
likely to infect the whole economic system. This change 
in our conduction mechanism has had a profound 
impact, with our studies of it having just begun. So when 
trying to control inflation, we need to give special 
consideration to this change in our conduction mecha- 
nism. A key driving force in our 1993 inflation was the 
trouble caused in our real estate market by speculation 
capital. which caused real estate prices to rise wildly, 
thus leading to national development zone and real 
estate fevers. This concentrated im real estate not only a 
large amount of capital, but also a large amount of 
construction materials and production resources, 
causing the prices of capital goods to rise, which pushed 
inflation growth. Of course, while our runaway fixed 
assets investment scale in 1993 showed up not only in 
real estate. but also im other lines, the impact of our 
runaway real estate investment scale could not be 
ignored. And our 1994 inflation 1s likely to remain 
closely linked to speculation capital, which merits a high 
degree of attention. We need to pay particular attention 
to the higher economic awareness of our current eco- 
nomic man. as well as to his more complex economic 
mindset and cconomic behavior 


Il. Our Inflation Prospects 


Our efforts to contro! inflation in 1994 are focused on 
the two major objectives of bringing our economic 
growth rate back down to 9 percent and striving to bring 
inflation back down to 10 percent. If in 1994 we do not 
take such severe steps as we did in 1988, rather con- 
tinuing to adopt the brake-pumping and sofi-landing 
form to control inflation, then it will be very hard to 
bring our 1994 inflation below 1993's 13 percent. If we 
do not take any braking steps in 1994, rather allowing 
inflation to grow, then our January 1994 high inflation 
start is likely to continue, to put our 1994 inflation over 
the 20-percent mark, which would make 1994 our year of 
highest inflation since reform. In short. our inflation 
prospects in 1994 will be affected by the policies adopted 
by our government. Relow we will discuss our 1994 
inflation prospects based on three possible government 
policy steps. 


1. The first step ts the one that 1s must likely to be taken, 
or the control-form of brake-pumping and soft-landing. 
As for investment policy, it would mean severely 
restricting new fixed assets investment project starts. But 
as to underway fixed assets investment projects, it would 
mean not taking severe steps to liquidate, slow, or stop 
construction, but rather striving to complete such 
projects gradually over several years. Such a step would 
be easier for local governments and enterprises to accept. 
while the State Planning Commission [SPC] would also 
find relatively less difficulties in executing these policies. 
On this premise, what the SPC would have to do would 
be to act in line with industrial policy, by ranking 
ongoing projects as to priority and nonpriority ones, and 
then focusing its funding on ensuring the completion on 
schedule of priority projects. As for nonpriority projects, 
local governments and enterprises would have to raise 
their own funds. In cases where the funds could not be 
raised, the projects would naturally join the ranks of 
those to be slowed or stopped. As fundraising channels 
are now quite plentiful, local governments and enter- 
prises would likely be able to raise enough funds to 
ensure the completion of most nonpriority projects, with 
the only caveat being that the construction period would 
be longer. As for fiscal policy, it would mean severely 
restricting additional employees that state revenue is 
responsible for, which would likely control social-group 
purchasing. Meanwhile, it would likely mean trying to 
sell more treasury bills, with our overall 1994 treasury 
bond issue likely to exceed that of 1993. As for monetary 
policy, banks would adopt the principle of ensuring 
priority investment projects, leaving the working capital 
supply still tight. The three-year ensured-valuc savings 
policy would not change. Demand- and time-deposit 
interest rates would likely go up slightly again, bringing a 
corresponding rise to enterprise-loan interest rates. 
While the central bank's official reserve and super- 
reserve ratios would not change. all special banks would 


This repor, may contain copyrighted maternal. Copying and dissemination 
is prohibited without permission of the copyright owners. 


60 ECONOMIC AFFAIRS 


be hiely to break with the policy provisions in their 
execution of the super-reserve ratio policy. This year, 
1994. 1s one of preparing for open market operations. 
And while the official terms for open market operations 
are not yet complete. the central bank would intensify its 
preparatory work im this area. In general, our 1994 
investment growth rate (at comparable prices) would be 
lower than in 1993. with our lending growth rate also 
lower. Inflation would be roughly 15 percent. As for 
particular months. inflation would still rise somewhat 
for the first half. and then fall back im the second. Our 
economic growth rate would likely fall to 10 percent. 


if our adoption m 1994 of the brake-pumping and 
soft-landing form achieves the abovementioned objec- 
tives. then it will likely be continued in 1995, to bring 
our economic growth rate back down to under 10 per- 
cent. and inflation back down to about 10 percent also. 
These would probably be the most ideal objectives. 


2. But if the shght-braking form 1s not effective in 1994, 
particularly if inflation in the second half continues its 
accelerated growth momentum to impact social and 
political stability, then we are likely to see a switch in 
July and August to the adoption of a policy of severe 
control of inflation. As for investment policy. in addition 
to severely restricting new project starts, thrs would also 
mean taking steps to stop, slow, or freeze construction on 
some ongoing projects. Banks would correspondingly 
adupt a policy of tighter restriction on seif-fundrarsing. 
to ensure that funds are used for prority construction 
projects. As for working capital loan mput, it would also 
meat. the adoption of the strict-execution principle, 
leaving enterprises with a severe working-capital 
shortage. and quite a few enterprises unable to turnover 
their working capital. which would impact operations. 
The phenomenon of mutual! enterprise arrears would be 
severe. State finance would also adopt the principle of 
controlling social-group purchasing more tightly, 
bringing corresponding spending reductions to certain 
sectors. with the spending growth rate also clearly down. 
While such severe control steps would clearly lower our 
1994 economic growth rate, certainly bringing it back 
down to under 10 percent. inflation would not obviowsis 
fall. being likely to remain the same or slightly lower than 
in 1993 at 10-13 percent. But by 1995, mn addition to our 
economy continuing to decline (possibly falling below 5 
percent), inflanon would be clearly down, possibly 
falling to about 5 percent too. 


3. The third possibility rs even less likely. The keynote of 
the third form would be that as long as the economy 
could still grow. there would be no rush to control 
inflation. with the adoption merely of certain steps to 
curb it. In this case. while our fixed assets investment 
scale wou'd continue to expand, it would be restricted 
somewhat. with the restrictions mainly on new project 
starts. The mayor bank lending priority would be to 
invigorate large and medium state enterprises. by 
granting them more working capitai loans, to pull them 
through them difficulties. Fiscal policy would remain 
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tight. In this scenario, our 1994 economic growth would 
still top double digits, likely remaining at its 1993 level, 
while inflation would climb monthly to top 20 percent 
for the year in an accelerated growth momentum. 


For the next decade, the Chinese economy will remain in 
a high-growth period. with an average growth rate of 
9-percent a year possible to achieve through hard work. 
As the Chinese economy has averaged growth rates of 9 
percent a year for 15 years of reform, we are likely to be 
abic to continue to maintain this momentuin for the newt 
decade. But the next decade ts likely to be one in which 
high economic growth rates coexist with high infla- 
tionary pressures. So controlling inflation will be a key 
mission for the next decade. the key to whether we can 
successfully ma:ntain stable economic growth. In con- 
trolling inflation, we will not be able to slack up at any 
time. This will probably be the keynote of China's 
economic growth and inflation for the next decade. 


li needs noted that if we can essentially realize this 
keynote over the next decade, or if it is not disrupted by 
unexpected factors, and if we can continue to maintain 
our exchange rate at the level of 8.7 RMB to the dollar, 
while the U.S. inflation rate stays at 3 percent, then the 
Chinese currency will surreptitiously appreciate. 
Domestic inflationary pressures along with overseas 
RMB appreciation pressures, 1s a topic meriting ovr 
attention and study. This is a very immediate matter. 
Our future studies of inflation need to better consider the 
factor of foreign exchange changes. If our above analysts 
1§ roughly im line with the realities, then the RMB ts 
going to quietly grow in value by 5-7 percent a year. This 
would be very similar to the surreptitious appreciation of 
the Hong Kong dollar im revent years. As to the interna- 
vonal clymate, an exchange rate of 10 RMB to the dollar 
might bring heavy pressures. But a country lke she US. 
would welcome such a quiet rise in value of the RMB. 
This would make their products easier to get into China, 
and ours harder to get out. So as the Chinese economy 
continues to grow, our pressures im thrs area are likely to 
grow ever greaicr. 


11. Inflation-Control Policies 


In the history of the PRC, China has experienced sharp 
inflation four umes. 


The first tome was during the carly days of the PRC. 
when we inherited runaway inflation from the KMT 
Government. The second time was high inflation from 
1959 to 1961 The third time was our inflation in 1988 
and 1989. And the fourth time was our inflation from 
1993 to the present. The first three times, we adopted a 
double-tight fiscal and credit form to control 1. a sort of 
brake-siamming, which took roughly two years cach time 
to pull down inflation. Our success in controlling infla- 
tion mm the carly days of the PRC in particular could be 
called one of the miracies of world economics history 


The problem is that in controlling our current round of 
inflation. it 1s very hard for us to continue to use the 
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historically effective form of slamming on the brakes. 
This means first that we will have to analyze the eco- 
nomic setting and features of our present inflation, 
which will be the only way to explain the reasons why we 
cannot continue the brake-slamming. 


Through 15 years of economic reform, China has begun 
to establish a commodity economy. Meanwhile, we have 
also established in recent years stock, futures, real estate, 
and foreign exchange markeis. In 1994, China has also 
begun to conduct systematic macroeconomic reform, 
just beginning to set up money markets. The round of 
inflation that began in 1993 appeared in the course of 
establishing a market cconomy, since our traditronal 
planned-product economy retreated from the historical 
arena, and while our economy was in a takeoff period. 
Since these great changes in our economic setting, 
whether certain past effective experiences can still con- 
tinue to be effective has been thrown into doubt. If we 
continued to use the traditional brake-slamming form, 
that might have many adverse consequences. even many 
unexpected ones. So unless forced to, we should not use 
the trad:tional brake-slamming form. 


1. The stock, real estate, futures, and foreign exchange 
markets that we are just setting up are all quite weak 
ones, unable to withstand large shocks. If we continued 
to adopt a severe double-tight policy, these four large 
markets might coapse, with stock values possibly plum- 
meting, and shareholders sustaining severe losses. As 
China now has 28 milhon stockholders, pushing the 
stock market to collapse would obviously become a 
serious social problem, which would impact our stable 
and united political order. Our real estate market estab- 
lishment is interrelated with China's housing reform. If 
our real estate market collapsed, 1t would also be impos- 
sible to go on with housing reform, which might be put 
off for quite a few years before it could be restarted. And 
neither our futures or foreign exchange markets could 
withstand severe shocks. Since these four large markets 
are just beginning, they still need a period of stable 
development to mature and form a complete system. So 
if we now applied a severe shock to them, our establish- 
ment of these four large markets would be postponed for 
many years. 


2. Our economic reform is also now at a critical “oment, 
so that a large economic decline at this time would make 
it impossible to go on with economic reform. Russia's 
current economic reform illustrates this point. China's 
more than successful 15 years of economic reform were 
inseparable from our sustamned economic growth during 
these |S years. A large economic decline would unavoid- 
ahlv cause a sharp retreat in economic reform, leaving 
certain old methods that have been shelved to be reused, 
and inviting back again directive planning and adminis- 
trative means. 


3. State enterprtses also could not withstand the crisis of 
a sharp economn decline. For January 1994, the output 
value c/ slave industnal enterprises grew at a rate of only 
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2.9 percent, far iower than our 19.9-percent industrial 
growth rate. So if we adopted a severe brake-slamming 
policy, the first to be affected would be state industrial 
enterprises. While state industrial enterprises are ineffi- 
cient, they are after all the backbone of China's national 
economy, so that pulling down state enterprises would 
actually also mean collapsing our national economic 
Gevelopment foundation. Of course, while state enter- 
prises per se need to convert their operating forces, with 
our State enterprise property rights system also needing 
reformed to adapt it to our socialist market economy, the 
collapse of siate enterprises would make that reform 


impossible too. 


4. Finally, the current international climate is favorable 
to China's development. If in such an international 
climate, we adopted an economic policy that would 
cause a sharp decline, that would actually be missing out 
on a development opportunity. As international capital 
iS NOW trying to gain access to China, a sharp economic 
decline in China would prevent access by ternational 
capital. Of course, when the Chinese economy is faced 
with the threat of high inflation, international capital 
will also not come. So a steadily growing economy is 
most favorable to attracting foreign investment. 


44 os thus obvious that while “brake-slamming™ could 
quickly reduce inflation, it could also cause a sharp 
economic decline, which would be too great of a side- 
effect. And in our current economic setting, this side- 
effect would be even greater. So in our current inflation 
control, we need to take firm, gradual, and stable reme- 
dies to reduce inflation. 


By firm we mean that the government must take a clear 
stance and a firm stand in controlling inflation. If the 
government is not resolute about controlling inflation, 
neither local governments or enterprises will genuinely 
adapt their actions to the government's control policy. 
rather waiting for the green light, or even rushing the red. 
Public confidence in government would also dissolve. So 
the government needs to clearly send the public the 
message that as long as inflation is still quite high, such 
as in double digits, the government will adopt a quite 
tight economic policy, as well as enforcing it. 


By gradual we mean that government inflation control 
will be in the form not of brake-slamming, but rather of 
sofi-landing. We will strive to bring inflation below 10 
percent in a three-year period from 1993 through 1995. 
This will avoid a sharp economic decline, to prevent 
volatility. By stable we mean that the applied force cach 
year will be even, not now greater and then lesser. 
Reducing inflation stably can also play a role in stabi- 
hizing public imflation expectations, more effectively 
preventing the impact of unstable factors. Evenly 
applied force will require the government to proceed in 
steps to make gradual adjustments. A policy of reducing 
inflation all at once would be either too forceful or too 
ineffective, making evenness hard to ensure. Our above 
analysis has shown thal our present economic man ts 
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very sensitive to policy change. So a too forceful policy 
shock might bring unexpected consequences. 

Whether we can adopt a firm, gradual, and stable infla- 
ton-control policy will be directly affected by our aware- 
ness of the dangers of inflation. 

One current view ts that as long as the public can endure 
inflation without sharp turmoil, inflation docs not need 
controlled. Certain of the key grounds for this view are: 
1. As long as individual inc.wme grows faster than infla- 
tion, the public can endure inflation, 2. As living stan- 
dards are now higher, there ts a stronger capacity to bear 
inflation, with the inflation-endurance capacity at 
roughly just under 20 percent: 3. As long as the economy 
1s still growing rapidly, the public will benefit, leaving 
the inflaton danger sustainable. This view 1s to a certain 
extent affecting our inflation conirol, impacting our 
control form, and influencing our theoretica’ studies of 
inflatron control. 


But in fact. the danger of inflation is not mrely 4 maticr 
of “endurance,” but more importantly one of “the signal 
etficrency.” A crucial reason why we are setting up a 
market economy 1s that market price signals are low-cost 
and efficent ones. Our past use of planned prices to 
direct supply and demand balance was actually unable to 
balance the supply and demand o! tens of thousands of 
products, so resulted in a series of abuses. While we are 
now starting to use market prices to guide supply and 
demand. market price signals do not work properly when 
inflation is high. When enterprise product prices rise. 
enterprises do not know whether this ts a rise in the 
relative prices of their own products (or price rises duc to 
their product supply not mecting demand), or merely a 
rise in inflation. This makes it impossible for enterprises 
to make spply decisions about their own products, 
leaving market prices no longer playing the role of 
guiding a balance of supply and demand, at.d the market 
system unable to operate. If this went on for long, our 
whole national economy would be bound to be thrown 
into chaos. 


It 1s thus obvious that while the public might be able to 
endure mf ation, we must not pursue an inflatronary 
policy. Public endurance must not be made the key 
cnteria for our inflation control. Putting the emphasis on 
“endurance” ts actually divorcing the matter from cco- 
nomics theory studies, to make it a social and political 
issue. Moreover, once the public 1s unable to endure high 
inflation, a brake-slamming policy is bound to follow. Of 
course, when controlling inflation, we still need to pay 
attention to the public “endurance” factor. However, we 
need to pay attention to the public “endurance” not only 
of inflaton, but also of the side-cffects caused by imnfla- 
won control. This 1s precisely why we have chosen the 
principle of a firm. gradual, and stable inflation-control 
policy. Reducing inflation stably will also help to pre- 
serve the signal mechanism of market prices. Volatile 
inflation +s a great enemy of market pricing forces. 


In short, of we tried to establish a market cconomy on 
one hand, while allowing inflation on the other, what 
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sense would there be in establishing a market cconomy at 
all? Controlling inflation is mutually complementary 
with economic reform. If we tried to sidesicp inflatron 
control, economic reform not only could not be intensi- 
fied, but might even fail. But adopting the traditional 
brake-slamming form to control inflation at this trme 
would also be undesirabic. So due to the more compics 
behavior of our economic man, the sensitivity of specu- 
lation capital to policy, the weakness of our stock, 
futures, real estate, and foreign exchange markets, the 
need to preserve the market price signal mechanism. and 
a series of other factors that would make brake-slamming 
hard to eadure, we still need to adopt she sofi-landing 
form of inflation control, in an effort to reduce inflation 
by 1995. 


Daily Cites Predictions for Light Industry 
OW 0501093395 Beijing AINIIUA in English 0809 
GMT S$ Jan 9S 


{[FBIS Transcribed Text] Bening, January 5 (XIN- 
HUA}—China will see a greater increase in its light 
industrial production and the market for light industrial 
products 1s expected to be promising this vear, today's 
Economic Information Daily reported. 


The »ewspaper cited a predication from the State Infor- 
mation Center saying that the market environment will 
be ferther improved this vear as China's national 
ecOhe my Contimucs to grow at a high rate mm 1995. 


According to the State Information Center, the country’s 
national economy will mamtaim a growth rate of 10 


percent or higher ths year, bul the rapid growth im 
investment will be curbed to some degree. 


The scale of investment for 1994 will surpass 1.5 tritlion 
yuan, and the actual growth rate 1s measured at 18 
percent. The actual growth rate of investment for 1995 
will exceed this level, according to the report. 


Growth im investment demands will most certainly result 
m mecreased demand for consumer goods, and 600 
billion yuan will be transferred into consumer funds, 
said the report. 


The per capita cost of living in urban areas is estimated 
to reach 3.100 yuan im real terns while per capita net 
moome of rural residents will reach 1.100 yuan. 


The report predicts that the per capita income of urban 
and rural residents in 1995 will grow at a higher rete than 
last vear. About 1.8 triton yuan will be spent on 
consumer goods this year, and the growth rate rs set at 20 
percent. 


Light mdustrial production will increase at a pate of 21 
percent thes year, and the volume of consumer goods for 
retail sales will grow at a higher rate than the corre- 
sponding figure for 1994, bul the growth rate of retar! 
prices for comsumer products will be lower than that of 
last year. 
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The report predicts thai im the new year, urban con- 
sumers will contenue to favor famous brand products, 
quality, and new styles, while thei rural counterparts 
will continuc to purchase goods which are both practical 
m use and cheap im price. 


Shougang Corporation Leads Iron, Steel Industry 
11K0501124095 Bayne ZHONGGUO XINWEN SHE 
in Faelish 1136 GMT S Jan 9S 


[FBIS Transcribed Text] Beying, January 5 (CNS)— 
Which company leads the steel and iron industry im 
( nena” Statestics indicate Shougang Corporation has got 
stecl output of 8.237 millon tonncs in 1994, surpassing 
those of the Anshan, Baoshan and Wuhar steel and iron 
corporations which have also had strong strength, top- 
png the list of China's big steel and iron enterprises and 
becoming the largest steel and iron production base in 
China. 


In 1994, bke other enterprises, Shougang also encoun- 
tered difficu.ties hike rise in prices of raw materials and 
slugersh steel market. Heads of Shougang made a 
package of arrangement and policies to overcome diffi- 
cultees based on careful marketing rescarch. Confronting 
vse on prices of raw materials, they exploited potential 
and used various ways to cut production costs. Facing 
depressed domestic steel product market, various enti- 
ties under Shougang made every cffort to meet marke 
demand. conducting marketing research, adjusting struc- 
ture of ther products mm order to meet consumers’ needs. 
They even mobilized every and cach staff member to 
promote sales of products. Better results have been then 
achieved since the latter half of last year with the ratio of 
production to marketing increased and stock reduced 
with months, many products sold well and were stil in 
great need. 


( ompared with 1979, stcel output of Shougang mcreased 
ty 3.6 mes on their own endeavor without any imvest- 
ment of the state. 


Airlines Purchase 92 Aircraft in 1994 


HAKOSOTO34 19S Berne ZHONGGUO NINWEN SHE 
in bnelish 0924 GMT 4 Jan 95 


[FBIS Transcribed Text] Beying. January 4 (CNS)}— 
(China totally umporied 92 airplanes of various kinds last 
year. OW which, 48 are medium aad largesized passengcr 
planes, two are small-sized ones and 42 trammer aircrafi. 


Of thes Latch of planes, nine were imported for the China 
Southern Aviation Group, five for the China Interna- 
tonal Awhnes, four for the China Eastern Aviation 
Croup, seven for the China Southwestern Airlines, five 
tor the Chena Northern Arrlines, three for the North- 
wesicern Adrlones, three for the China Universal Airlines, 
three for the Central China Airlines, one for the Xinjiang 
Airlines, two for the Shenzhen airlines, three for the 
Haman Arrlones. two for the Shanghar Airlines and one 
for the Xrnhua A.rlines. 
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The Civil Aviation Administration of China (CAAC) last 
year wncreased investment to improve its facilities for 
training of various kinds of professionals. Some 42 
trayner aircraft were imported by the Flight Institute of 
the CAAC last year alone besides import of three sets of 
equipment for simulated flight training. 


Finance & Banking 
Finzace Minister Reviews 1994 Tax Reform 
Progress 


ON 0501144795 Being Central Television Program 
One Network in Mandarin 1100 GMT 24 Dec 9S 


[Interview with Finance Minister Lou Zhongh by uniden- 
ufied station reporter from the “National News 
Hookun™ program, place and date not grven—recorded] 


{[FBIS Translated Text] [Reporter] Minister Liu, what 
breakthroughs have been made this year m imple- 
menting fiscal and taxation reforms that constitute the 
centerpiece of economic reform in 19947 


[Liu] The implementation of these reforms this year 
shows that we have attained our mtended goal and 
achieved breakthroughs. There seems to be no major 
adverse impact on the economy considering that we have 
carried out these reforms under this year’s not-so-rclaxed 
macrocconemic conditions, and that we have ensured 
the smooth functioning of the new system. Enterprises’ 
overall tax burden has not increased. From the perspec- 
tive of budget execution, we can say that we have made 
fairly smooth progress. As of October, we had fulfilled 
approximately 10 percent of our quota for financial 
revenuc. This was an 18.9-percent increase, whereas 
expenditures showed a 22-percent mcrease. [no compa- 
rable pervods as heard) We can say that revenue was 
slight'y better than what we had budgeted for, and 
expenditures were within our budgetary limits. 


[Reporter] Wha’ sential measures did the Finance 
Ministry take to ensure the smooth implementation of 
the revenuc-sharing plan” 


[Liu] In A«iril, we rarsed the ratio of funds to be retained 
by local financial departments on the basrs of the reform 
pian for the revenuc-sharing, plan finalized carly thes 
year, and im keeping with the actual state of imple- 
menting the plan, thus ensuring the allocation of funds 
by local financial departinents. In Aueust, the central 
and local governments worked together to [words indis- 
tinct}. By solving problems m this manner, we enabled 
financial departments at all levels to gan an idea of the 
financial resources available to them through the entire 
year. The functions of governments at all levels were 
clearly defined following the implementation of the 
revenue-sharing plan. In accordance with the require- 
ments of the revenuc-sharing plan. they were ablc to do 
a better job of budgcting then revenues and expenditures 
m hight of local ccoromi development. As we under- 
stand it, some localitees in particular have begun to study 


This report may contain copynentied maternal Copying and dissemination | 
is prohibited withcut permission of the copyright owners } 


64 ECONOMIC AFFAIRS 


economic development strategies that are suited to the 
new system. For instance, th.y plan to readjust their 
industrial structure and to pay attention to improving 
the efficiency of enterprises as a way to tap new sources 
of funds. I think it is a very positive move. 


Official Says Bank Reform Implemented ‘Too 
Slowly’ 


11K0601065895 Hong Kong HONGKONG STANDARD 
in English 6 Jan 95 p 7 


{By Sherman Chen] 


[FBIS Transcribed Text] Banking reforms are being 
implemented too slowly, a high-ranking government 
official said yesterday. 


China failed to achieve two of its objectives set out in 
last vear’s banking retorm package. said Fan Hengshan 
deputy director of the Comprehensive Department of 
the State Commission for Restructuring the Economy. 
He said the country had not yet set up cooperative banks 
in urban areas and has been unable to let market forces 
decide interest rates. Decisions on interest rates are still 
in the hands of the State Council, the country’s cabinet. 


In an exclusive interview with The Hongkong Standard, 
Mr Fan said: “The high rate of inflation has discouraged 
reformists from being too bold in these areas.” 


But if inflation can be controlled this year, the govern- 
ment 1s likely to speed up its banking reforms. 


Last year, China’s inflation hit 21 per cent, the highest 
since the Communist takeover in 1949. “China's reform 
in 1994 was uneven and reforms in banking and state 
enterprises were far from satisfactory.” Mr Fan said. 


The People’s Bank of China has not taken up its desig- 
nated role as the country’s central bank, he said. It 
should be playing an independent role and maintaining 
currency stability. Instead, it 1s still a government organ- 
isation under the cabinet. And it is still relying on 
administrative measures rather than economic indica- 
tors to control the money supply. 


Mr Fan also criticised the length of time it is taking to 
turn state-run specialist banks into commercial banks. 
The banks are still being told to bail out ailing state- 
owned enterprises by providing them with loans. In 
effect, they are operating the same as before. 


Nor has the government's enterprise reform been pro- 
ceeding smoothly, Mr Fan said. “Due to a lack of clear 
policy and reform directives from central government, it 
iS Stull unclear how to further proceed with reform.” 


For instance, there are still questions about who 1s 1n 
charge of running a factory-——the manager or the local 
Communist Party secretary. 


So far. the reforms have not really affected the perfor- 
mance of state firms. Figures show that more than 40 
percent of state enterprises are still in the red. “But. on 
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the other hand, regiona! governments are taking bolder 
measures in restructuring state firms,.”” Mr Fan said. 
Many of them encourage the auction, lease, or sale of 
state firms in their regions. 


The reform of the government's control over the 
economy is not effective either, said Mr Fan. “Indeed, 
some regional governments have even increased their 
interference in the day-to-day running of enterprises,” he 
added. 


Relaxation of Limits on Foreign Banks ‘Likely’ 


HK0S501125295 Beying ZHONGGUO XINWEN SHE 
in English 1116 GMT 5 Jan 95 


[FBIS Transcribed Text] Beijing, January 5 (CNS)}— 
China is likely to relax restriction on the scope of 
business undertaken by foreign funded banks in China in 
mid-1995 when Beijing, Shangha: and Guangzhou will 
be the first cities where foreign banks are allowed to 
expand their business, according to authoritative 
sources. 


The proposed relaxation of business scope was originally 
regarded as a corresponding practice for China’s entry 
into the World Trade Organization (WTQ) this year as 
one of the founding members. The Deputy Governor of 
the People’s Bank of China, Mr. Chen Yuan has said 
before China's failed attempt to restore its place in 
GATT and then become a founding member of the WTO 
that China would not stop its restructuring policy on 
business expansion by foreign funded banks in China 
even though it could not become a founding member of 
the WTO by the end of 1994. The authoritative sources 
revealed that such remarks were made mainly because 
China still wanted to join the WTO while at the same 
time suiting demand by international financial bodies to 
have access to the China market. The People’s Bank of 
China has received more than 3,000 applications from 
foreign funded banks for establishment of branches in 
China. 


li is understood that only a handful of foreign funded 
banks are allowed to set up branches in China and their 
business scope is not allowed to involve the renminbi. 
Foreign funded banks are, however, eager to enter the 
China market. As the process of changing domestic 
professional banks into commercial banks has not yet 
been completed, the Chinese government has long 
imposed restrictions on the scope of business undertaken 
by foreign funded banks in China. 


The relaxation, according to the authoritative sources, 1s 
mainly attributed to introduction of competition which 
is considered necessary in the course of commercializa- 
tion of banks at home. 


The authoritative sources added that the relaxation 
would be carried out gradually in a steady way. Bering, 
Shanghai and Guangzhou will be chosen for such prac- 
tice because they have better facilities and follow policies 
of the central government relatively strictly. 
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It is understood that selection of foreign funded banks 
for such scheme will be carried out very carefully and the 
number of banks involved will be small in an initial stage 
which is said not to be more than ten percent of the 
applicants. Selection will be conducted based on such 
criteria as whether the candidates had sound cooperative 
relations with China in the past or whether they had 
made contributions to China's economic development in 
addition to good reputation and financial strength held 
by the candidates. 


*Roundup Reports Symposium on Macroeconomic 
Control 

9SCL0069A Beijing JINGII YANIIU [ECONOMIC 
RESEARCH] in Chinese No 10, 20 Oct 94 pp 33-37 


{Article by Xia Deren (1115 1795 0088), Xie Xuezhi 
(6043 1331 2535), and He Jian (0149 0494), affiliated 
with Northeast Finance and Economics University; 
edited by Song Mingzi (1345 2494 1311): “Macroeco- 
nomic Operations and Finance and Banking Regulation 
and Control: Debate and Exploration—A Review of the 
Views Presented at a National Symposium on Macro- 
economic Theory and Macroeconomic Regulation and 
Control”) 


[FBIS Translated Text] In late July 1994, at a National 
Symposium on Macroeconomic Theory and Finance and 
Banking Regulation and Control sponsored by units, 
such as the CASS Economics Institute and the editorial 
departments at JINGJI YANJIU and at Northeast 
Finance and Economics Univesity’s CALIJING WENTI 
YANJIU [STUDY OF FINANCE AND ECONOMICS 
ISSUES], some dozens of specialists and academics 
gathered, with the delegates presenting dynamic ideas 
and each airing his own views, to debate and exchange 
ideas on hot topics, such as inflation, macroeconomic 
operations and macroeconomic management, and 
finance and banking regulation and control. We are here 
reviewing the major views as follows. 


I. The Causes of Inflation 


For over a year now, as some of the more severe inflation 
since reform and opening has appeared in China's eco- 
nomic activities, inflation was a hot topic at this sympo- 
sium. An intense debate was held among the scholars on 
their views on the causes of inflation, such as demand- 
pull inflation, cost-push inflation, the mixed role of 
supply and demand, inefficiency, and structural imbal- 
ance. 


Demand-pull and cost-push are the orthodox economics 
explanations of the causes of inflation. The keys are 
explaining how the excessive demand (too high costs) 
now pulling (pushing) inflation are formed, as well as 
their conduction mechanisms to inflation. Some hold 
that the current price (particularly consumer goods 
price) rises are apparently due to the cost-push factor. 
But as current product costs are based on 1992 and 1993 
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capital goods, whose high prices were caused by invest- 
ment-demand inflation in 1992 and 1993, the current 
price rises are still due to demand-pull in the final 
analysis. This demand, in addition to the generally noted 
purchasing power formed by cash in circulation, 
account-transfer loans, and nonbanking credit means 
(such as all bonds and fundraising), also includes unusual 
new credit means that have appeared in recent years, 
such as: |) the “near money” of “vouchers,” which form 
nonbanking social purchasing power, 2) the “hanging on 
and refusing to pay” triangular debt (as the demand and 
purchasing power in triangular-debt relations occurred 
previously, they ought to be included in previous overall 
demand). 


As inflation is generally speaking a short-term macroeco- 
nomic operations problem, there are quite abundant 
grounds for saying that the excessive overall demand 
theory of inflation explains the direct cause of short-term 
price volatility. On China's economic-sysiem terms, 
such as high growth goals, growth competiton, invest- 
ment impulse, and soft budget-credit limitations, exces- 
sive credit and investment often touch off upward price 
volatility after a certain time-lag. 


But as triangular debt and vouchers generally appear 
during times of tight, overall demand, such advance 
“near-payment” demand may not cause price rises 
during tight periods, rather they possibly balance the 
dynamic distribution of demand in the time order. And 
even more importantly, on China’s current special 
banking and enterprise-system terms, the demand theory 
is unable to consider the system causes of the microeco- 
nomic grounds for long-term inflationary pressure. 


The scholars who support the cost-push theory oppose 
treating cost-push as merely a superficial factor, reaching 
the conclusion through an econometrics analysis that 9 
percent of our 13-percent retail price rise rate in 1993 
was created by cost-push. There were detailed factors, 
such as that rising capital goods prices increased material 
costs; the exchange rates merger raised the costs of 
imported raw materials; rapidly rising wazes for more 
than a year, plus financial management system reform, 
shifted certain previously profit-listed wage expenses to 
costs, sharply increasing wage-cost spending; as real 
estate commercialization progressed, industrial and 
commercial use real estate prices and rents skyrocketed, 
being converted to production and operating costs. 
These factors raised not only production costs, but also 
circulation costs. 


While the cost-push factor is undoubtedly a cause of 
China’s inflation, the following matters also need con- 
sidered. 1) Cost-push 1s unable to fully explain China's 
temporary and abnormal economic symptoms of infla- 
tion. Taking the wage-push model for instance, wage/ 
cost-push is a constant factor, unable to explain the high 
inflation of the last two years. 2) This view cannot 
ultimately explain why prices increases of particular 
essentials affecting costs occur. 
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Some academics are not satisfied in explaining causes of 
inflation as simply demand-pull or cost-push, rather 
specifically setting forth the following views. 1) The 
theory of the mixed role of supply and demand. This 
theorizes that cost-push inflation is supported by 
demand inflation, with excessive demand-pull inflation 
in turn subject to supply-push. which repeats in endless 
cycles. While this view considers both supply and 
demand, analyzing the reciprocal role of the relationship 
between demand-pull and cost-push, so it may be a good 
perspective from which to study China's inflation- 
generation mechanism, the deeper question is: How does 
the mixed role of supply and demand explain short-term 
price rises and long-term inflationary pressures? Besides, 
not clarifying how supply and demand are dominant 
factors lacks policy value to curb infle*‘on. 2) The 
inefficiency theory. Inefficiency losses .a economic 
activities must be made up through high input to achieve 
anticipated output goals, which forms long-term infla- 
tionary pressures. When the government ts controlling 
credit more loosely. such inflationary pressures show up 
as real inflation, While this view 1s theoretically tenable, 
its practical explanation is weak. China has been prac- 
ticing tight macroeconomic regulation and control for 
over one and one-half years now since 1993. But during 
this period, while credit has remained rather easy. infla- 
tion has certainly not returned to dormancy. 3) The 
structural imbalance theory. This theory states that state 
enterprises on one hand tre up large amounts of inefh- 
cient or even invalid loans, which simply increases social 
purchasing power. On the other, they compete for 
income with nonstate enterprises, which raises the wage- 
push-cost dynamic, while increasing consumer demand. 
But in a developing country like China where our eco- 
nomic structure 1s changing. structural imbalance 1s a 
regular economic phenomenon. And while structural 
imbalance may impact inflation, whether 1 is the dom- 
inant factor touching off overall inflation still needs 
thorough study. 


Strictly speaking, the theory of the mixed role of supply 
and demand, the theory of high input being the implicit 
cost of inefficiency, and the structural imbalance theory, 
are all variations of erther the demand-pull or cost-push 
theornes. Or it could be said that they are all particular- 
iZations of these two theories, as the direct cause of price 
rises 18 nothing but the changing order of supply and 
demand relations 


If. An Assessment of China's Macroeconomic 
Operating Order 


The assessment of China’s macroeconomic operating 
order directly affects our macroeconomic policy choices. 
The assessment of scholars working in the state compre- 
hensive economic management sector who have a full 
sense of the facts 1s that there 1s no need to be concerned 
about the overall situation, as our macroeconomic oper- 
ations are sound. The basic indication of this 1s that 
inflation has been controlled to a certain extent with no 
appearance of stagflation 
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But certain other delegates hold that our macroeconomic 
operations contain certain disturbing conflicts, which 
are accumulating steadily. Conflicts, such as high eco- 
nomic growth rate with quite large overall enterprise 
losses, a very large investment scale with soft capital 
goods sales, and slow overall consumer demand growth 
combined with a rapidly rising consumer price index, 
have hidden dangers for our macroeconomic operations. 


Other scholars see the problems as being more severe. 
holding that our current economic activities are facing 
“two crises” and “two dilemmas.” 


The two crises are a monetary crisis and a banking crisis, 
which two crises are essentially a shifting of the risks by 
enterprises that make meager profits or sustain losses 
under our current enterprise and banking systems. The 
many years of national economic conflicts and pressures 
being conducted to the banking system through certain 
channels has forced banks to expand their credit funds. 
While this has eased, to a certain extent, our economic 
conflicts, 1t has certainly forced the banking sector to pay 
an enormous price. assuming a huge risk. Our banking 
sector 1s now faced with a double-bind: If it continues 
subject to the shift of economic nsks, inflation will 
further deteriorate, eventually causing a monetary crisis; 
but if 1 controls inflation, the central bank will be bound 
to tighten the basic money supply, causing a sharp 
decrease in the excess reserves of special and commercial 
banks which, due to long years of large amounts of bad 
debts formed within banks, with loans hard to recover, 
would very quickly turn into a liquidity crisis. In 
Western nations, this very easily leads to bank- 
bankruptcy crisis. But preventing a banking crisis would 
mean mereasing the money supply again. So until the 
conflicts in our national economy are essentially 
resolved, it will be very hard for us to extricate ourselves 
from these two crises 


The two dilemmas are: 1) Reducing inflation to an ideal 
level would have very high costs: (A) It would sharply 
lower our growth rate, painfully widening our develop- 
ment gap with certain developing countries and econom- 
ically developed ones. (B) It would leave many enter- 
prises operating under capacity, stopping or slowing 
many investment projects, and putting many service 
industries into recession, resulting in a loss of many jobs 
and an ever-growing surplus agricultural workforce. to 
similarly create severe social problems. (2) Preserving a 
normal growth rate would mean using our current 
banking monctary system to take money from individual 
pockets to “transfuse blood” into quite a large per- 
centage of inefficient state enterprises and urban collec- 
tive enterprises, as well as “inyecting nourishment” into 
inefficient investment projects. If this went on for long, 
it would: (A) Steadily devalue the money of individuals 
(B) The ever-growing bad debts in bank assets would 
eventually cause an overall national banking monctary 
SVSICM Crisis 


We hold that to make an apt appraisal of our macroeco- 
nomic operating order, we first need to screntifically set 
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our macroeconomic operating goals as our judgment 
benchmarks. If we judged the case simply as it stands, it 
would be hard to avoid each party's views seeming 
reasonable. Setting clear goals would mean simply noting 
if our macroeconomic operating state was deviating 
from these goals, and the extent to which it was devi- 
ating. But it would also not be an casy matter to reach a 
consensus On Our Macroeconomic operating goals. For 
instance, at this symposium there were those who 
favored both the “single-goal theory” and the “mutiple- 
goal theory.” The “single-goal theory” regards macro- 
economic stability as the only macroeconomic operating 
goal, from which all macroeconomic policy should pro- 
ceed. But the “multiple-goal theory” sees our macroeco- 
nomic operating goals as diverse and in a goal-order of 
primary and secondary. While macroeconomic stability 
may be seen as our current primary macroeconomic 
operating goal, other goals, such as growth rates and 
employment levels, should all also be included in the 
ranks of our macroeconomic operating goals. 


While it will be very difficult to set the benchmarks for 
judging our macroeconomic operating order, a resolu- 
tion of the matter will eventually require proceeding to 
do so in a logical order, which will be the only way to 
achieve 100-percent results. 


111. Macroeconomic R ion and Control Grounds 
and Macroeconomic Policy 


The participating delegates conducted a wideranging 
discussion on the microeconomic grounds for macroeco- 
nomic regulation and control, macroeconomic policy, 
and particularly a policy of macroeconomic stability. 


1. The Microeconomic Grounds for Macroeconomic 
Regulation and Control 


As some delegates noted, the effectiveness of various 
macroeconomic regulation and control policies depends 
on varying economic-system terms, particularly the 
microeconomic foundation of our economy. And as our 
current economic system is far from a market economy, 
the microeconomic grounds for our macroeconomic 
operations are not those of a market economy. Many 
macroeconomic policies that are effective on market 
economy terms will in fact still not work effectively in 
our current system. 


So what sort of microeconomic foundation should we 
build? Some delegates emphasized these two aspects: 1) 
We need to make the common spirit of modern market 
legislation, such as property rights independence, the 
maximization of microeconomic profits, fair competi- 
tion, excellence, and the contractualization of microeco- 
nomic action, our grounds for setting the basic behavio- 
rial standards for microeconomic player. 2) We need to 
start by rarsing quality in ways, such as combining a 
legally-administered structure with management profi- 
ciency, person-focused scientific management, a unity of 
belicf, and encouragement of respect for business, to 
keep our state-enterprise dominance orientation. 
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We hold that to get a clear understanding of the micro- 
economic grounds for macroeconomic regulation and 
control, we first need to understand the microeconomic 
foundation of our macroeconomy. This involves issues 
on two levels: 


Level 1. The microeconomic grounds for macroeco- 
nomic Operations are mainly a timely response by enter- 
prises to market-forces regulation, or a response to 
changes im areas, such as prices, exchange rates, and 
wages. If enterprises take profit maximization as their 
norm, making the correct behaviorial response to a series 
of market-forces regulation, this will eliminate the prob- 
lems of structural imbalance and high-input/ low-output 
caused by economic inefficiency and irrational indus- 
trial-disposition and -organization structures, thus elim- 
inating the subsequent macroeconomic problem of infla- 
tionary pressures, or the inflationary pressures caused by 
an unsound microeconomic foundation. 


Level 2. The microeconomic grounds for macrocco- 
nomic regulation and control are mainly a symmetry of 
enterprise behavior and macroeconomic policy. Enter- 
prise profit maximization suited to market-forces regu- 
lation 1s certainly not necessarily consistent at times with 
macroeconomic goals, while macroeconomic policy 1s 
certainly not necessarily scientific or correct at times. So 
in light of China's current conditions, we need to rebuild 
the microeconomic foundation of our macroeconomic 
operations on one hand, while establishing on the other 
contractural relations among enterprises and between 
enterprises and socicty (the state, the government, and 
individuals), as well as making our macroeconomic 
decisionmaking more scientific. 


2. Macroeconomic Regulation and Control Style 


As to how to choose the correct regulation and control 
style and exercise effective macroeconomic regulation 
and control, two different positions were taken at this 
symposium. One holds that a choice of effective macro- 
economic regulation and control means depends on an 
understanding of the microeconomic system and macro- 
economic operating forces. Our immediate system ts the 
prequisite for an effective macroeconomic regulation 
and control policy at present. China ts now in a transi- 
tional change-of-track period from our old to a new 
system, which 1s essentially characterized by a “dual- 
track system.” This feature of our economic system 
obviously means that our macroeconomic regulation and 
control means per se should also be “dual-track,” or the 
so-called “dual-track regulation and control.” On one 
hand, we need to make active use of certam market- 
cconomy macroeconomic policy means that are starting 
to prove effective, while on the other continuing to 
employ “direct-control” means consistent with our old 
sysiem, such as certain administrative means, for joint 
regulation and control of our economy. 


The other position holds that in China’s current macro- 
economic regulation and control, our choice of a macro- 
economic regulation and control style should not be 
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dual-track regulation and control, and that we should 
particularly not continue in practice to prolong our use 
of administrative means. The grounds for this position 
are as follows: Administrative means are a nonstandard- 
ized power coercion, creating interests distortion and 
authority dependency; administrative means do not con- 
tribute to the conversion of enterprise operating forces; 
administrative means are bound to obstruct political 
reform and the conversion of government functions; 
dual-track regulation and control leaves both adminis- 
trative and economic means out of order, administrative 
means are necessarily applied indiscriminately, so do not 
contnbute to economic development, administrative 
means of regulating and controlling the economy opens 
the door to power brokering. 


Macroeconomic regulation and control 1s a complicated 
economic-system and policy-application process, with 
many years of practice showing that in the course of 
applying macroeconomic goals in the three areas of 
reform, stability, and development, conflicts certainly 
exist, with friction in the dual-track system, im that 
employment stability and monctary stability are two 
interrelated but conflicting goals. In such an abrasive 
dual-track system, how to find feasible regulation and 
control tools to make our macroeconomic decision- 
making and application more scientific and solemn, thus 
harmonizing the relations among reform, stability, and 
development, to deal with the relations between job and 
workforce changes and curbing of inflation, 1s a crucial 
topic meriting thorough study by economists. But for 
now and quite some time to come, the Chinese style of 
macroeconomic regulation and control of economic 
operations can and must not be single-track regulation 
and control through purely economic means. This ts not 
only because the features of China's economic system 
and the state of our economic operations mean that we 
must use the dual-track regulation and control style, but 
also because in contemporary market-cconomy coun- 
trres, there are actually almost no countries that have 
been able to completely exclude or abandon direct means 
of regulation and control, to use purely economic means 
to regulate and control their economic operations. 


Policy Suggestions for Macroeconomic Stability 


During our system-conversion period, macroeconomic 
Stability 1s our primary macroeconomic operating goal, 
on which the setting of our pertinent macroeconomic 
policies should be focused. 


Some of the delegates held that: While we cannot reply 
completely on a demand-control policy to stabilize our 
macrocconomy, we also must not case our demand 
management, which could easily lead to runaway infla- 
tion. The correct method can only be to adhere to an 
appropriate control of overall demand, while using 
reform and policy means to speed up our pace of 
economic structural adjustment and enterprise operating 
forces conversion, to improve our enterprise operating 
efficiency and the resource-disposition efficiency of our 
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whole national economy. But we also need to gradually 
place the prevention of market slumps on our macroeco- 
nomic regulation and control agenda because, as all 
regulation and control steps are further implemented, it 
is predicted that the conflict of demand shortages will 
grow ever more glaring in the future. 


Other delegates particulanzed our demand-management 
policy, while our marketization process is not yet com- 
plete, as a policy of controlling our degree of monetari- 
zation. They held that: Controlling the degree of mone- 
tarization will sharply reduce monetary demand, which 
will have two impacts. On one hand, it will not pull the 
money supply, thus reducing overa!l demand; on the 
other, the moncy supply that ts already in circulation will 
not be further absorbed, but rather poured out to the 
society, where it will add to inflationary pressure, to 
become a factor in macroeconomic instability. 


And yet other delegates held that: A stable macroeco- 
nomic policy should be focused on higher efficiency and 
improved supply. This will mean rooting out inefficiency 
in workforce operation and management, investment, 
and capital use. And the key to rooting out inefficiency is 
speeding up and intensifying reforms of systems, such as 
labor and wage, enterprise, government-enterprise rela- 
tions, and investment, using reform to improve eco- 
nomic efficiency and speed up economic development, 
thus essentially stabilizing our economy and society. 


The delegates that did not endorse the above views held 
that as system reform is a process that will produce 
results only after a long period of time, the argument that 
“intensified reform will produce current macroeconomic 
Stability” 1s a specious one. 


While the participating delegates each held their own 
views on specific macroeconomic policies, a quite unan- 
imous view was that we should not adopt a severe 
double-tight policy in the interests of temporary macro- 
economic stability, to prevent market slumps and large- 
scale unemployment, which would touch off new factors 
of instability to cause long-term economic instability. 


Agriculture 


Ministry Urges State Farms To Attract Foreign 
Funds 


11K0601083395 Beying CHINA DAILY in English 6 
Jan 9S ps 


[By Wu Yunhe: “State Farms Reap Harvest of Diversi- 
fied Businesses” 


{FBIS Transcribed Text] In step with the central govern- 
ment's efforts to improve state-owned enterprises, the 
Ministry of Agriculture yesterday said that it wall 
encourage state farms to cooperate with foreign compa- 
nies. 


Zeng Yuzhuang. director general of the Bureau of State 
Farms and Land Reclamation. said that his bureau now 
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regarded the development of nongovernmental business 
of state farms as a priority of the overall rural economic 


development scheme. 


“To adjust the economic structure of state farms, we are 
encouraging them to cooperate with foreign imvestors to 
set up comprehensive agribusinesses,” he noted. 


As the country’s top administrative body overseeing the 
state farms sector, the bureau will also strive to help 
them develop joint-stock and leasing companies. 


With 4.47 million hectares of farming land. most of the 
country’s 2,100 state farms were established by the 
People’s Liberation Army in the carly 1950's, with the 
aun of bringing wasteland in remote areas into produc- 
ton. 


To date, Zeng said, state farms have introduced over 
$2.4 bilhon of foreign investment to help set up 1.387 
joint ventures. They have played a mayor role contrib- 
uting to exports from state farms, totalling 7 billion yuan 
($833 million) last + ar. 


“They have also established 380 joint stock companies, 
1.689 leasing firms and 80 overseas companies to prop 
up their economic development,” he added. 


Al present, state farms have set up over 10,000 compa- 
nies engaging in industrial. and agnicultural-related pro- 
duction. 


These companies economic achievements have strongly 
supported the state farm's agricultural production. 


The director general noted that from 1987 to date, over 
a third of fixed assets investments by state farms have 
originated from foreign investors 


While the State Statistics Bureau predicted an 11.9- 
million-ton drop in grain production nationwide last 
year, state farms yielded 11 million tons of grain, the 
same as the previous year. 


The economic performance of state farms 1s now 
entering a golden pernod, Zeng said 


Last vear, their gross domestic product totalled 35.7 
billion yuan ($4.2 billion), up 14.2 per cent from 1993, 
which means that their annual profits increased by 400 
million yuan ($47.6 million) to reach 1.8 billion yuan 
($214 million). 


The per capita income of the state farms’ work force also 
witnessed a yearly increase of 18 percent to hit 2,551 
yuan ($303.6) last vear 


“In 1994. state farms saw ther production of cotton, 
sugar, and other cash crops, meat, and fish all experence 
considerable increases, with a gross agricultural output 
value of 27.9 billion yuan ($3.3 billion). he added. 


Now, they are also engaged in industrial prod. .tron and 
have vigorously developed the service businesses, the 
director general sand. adding that this year the ministry 
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will work to set up 100 industrial groups among static 
farms as a pilot programme to diversify their economies. 


Jiang Chunyun Seeks Advice for Agricultural 
Growth 


OW 0501144395 Beying XINUIUA in English 1356 
GMT S Jan 9S 


{[FBIS Transcribed Text] Beying, January 5 (XIN- 
HUA)}-—-Jiang Chunyun, member of the Political Bureau 
of the Central Committee of the Communist Party of 
China (CPC), went to the Chinese Academy of Agricul- 
tural Sciences (CAAS) and Beijing Agriculture Univer- 
sity in the past two days to seck experts’ advice on 
China's agricultural develop:nent. 


While visiting the Institute of Product Resources of the 
Biotechnology Research Center of CAAS. Jiang. also 
member of the Secretariat of the CPC Central Com- 
mittee, asked questions about hybrid maize and pest 
control through gene induction. 


Jiang promised to support research in the agricultural 
SCIENCES. 


After listening to advice from prominent professors and 
screntists from CAAS and the agricultural university, 
Jiang emphasized the importance of technology in agr- 
cultural development. He called on the scientists to 
accelerate agro-technology research and apply research 
results to production. 


Jiang also urged local governments to increase invest- 
ment mn agricultural research, technology extension and 
training of technicians. 


Commission Official on Stabilizing Crop Areas 


OW 0801093295 Bene XINHUA in Enelish 0820 
GMT S Jan 9S 


[FBIS Transcribed Text] Beying. January 5 (XIN- 
HUA)}—China will spare no effort at keeping the grain 
acreage at about 110 millon ha in 1995 to ensure growth 
of grain output, according to a high official from the 
State Planning Commission. 


The acreage in cotton 1s expected to reach 6 millon ha. 
the official said. 


Meanwhile, the arca for growing vegetables around large 
and medium-sized cities will also be maintained, he said. 


Unauthorized use of cultivated land for other purposes 1s 
still prevalent, he noted, adding that such activity 1s to be 
punished seriously. 


A national economic working meeting held at the end of 
last year regarded the development of agriculture as a top 
priority in 1995 to guarantee sustained, fast, and healthy 
development of the national economy. 
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This means that China will further increase its input in 
the agriculture sector this year, and the official urged 
governments at all levels to expand investment in agri- 
culture. 


Meanwhile, the country will adopt preferential tax and 
loan policies for the production of key agricultural 
necessiiies, such as chemical fertilizers, pesticides, and 
agricultural machinery. 


More advanced technology will be introduced to help 
develop agriculture with higher yields, higher quality and 
greater efficiency, according to the official. 


He also sand that the development of township enter- 
prises, especially those in the central and western part of 
the country, will also be stressed. 


Commentator Urges Raising Agricultural 
Productivity 

11K 0601064395 Bovine RENMIN RIBAO in Chinece 4 
Jan 9S pl 


{Commentator’s article: “The Whole Year's Work 
Depends on a Good Start in Spring—on Fully Enhancing 
China’s Comprehensive Agricultural Productivity” ] 


[FBIS Translated Text} After bidding farewell to 1994, 
we have ushered in the year 1995. At the beginning of the 
new year, we should bear in mind the instructions of the 
party Ceniral Committee and the State Council: Actually 
placing the work of strengthening agriculiure above all 
economic tasks. We should make efforts to imerease 
inpuls to agriculture, guarantee the supply of farm pro- 
duce, and comprehensively promote the development 
and prosperity of the rural econory. 


Before the end of last vear, he central economic work 
conference called for making great determinations to 
merease mputs to agriculture and to raise the share of 
:2ricultural investment in gross investment. This should 
be effected from the central to the local level. Through a 
number of vears of efforts, we wall rarse the proportion of 
agricultural investment to a reasonable level, thus 
changing the current conditions of agricu) sural produc- 
thon and enhancing the comprehens:ve productivity of 
agriculture. This ts a guideline based on the real conds- 
tions of agriculture in our country and 1s also needed for 
the development of agriculture and the sustamed, rapid, 
and healthy development of the national economy. 


Agriculture 1s presently the weakest section of the 
national cconomy. All comrades in thes party must be 
clearly aware of this. Here 1s an exsampic. Last year, 
prices of farm produce increased by a big margin. OF 
course, thes was partly due to price adjustments and 
problems in market management, but in the final anal- 
ysis. the main cause was short supplies mn the market. On 
the one hand, grain output has not mereased much over 
the past few years, and it decreased last -car vecause of 
natural disasters, on the other hand. our country’s pop- 
ulation mereases by 1S millton every year. Moreover, 
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with the living standards of the urban and rural people 
improving, they have increased their consumption of 
meat, thus increasing the demand for grain. It 1s est- 
mated that increased foodstuff prices account for more 
than 60 percent of the increase in the eencral retail price 
level. So far. the upward trend of food prices has not 
been completely brought under control. Rising prices for 
farm produce may bring certain benefits to ihe peasants, 
arouse their production enthusiasm, and thus bene!it the 
development of agriculture However. a continuously 
high inflation rate wili inevitably put great pressure on 
ihe living cosus of urban and rural people, especially 
families in the low-income category. In fact, peasants 
have also suffered greatly from increased prices of pro- 
duction materizis and the effects of inflation. More 
importantly, if inflation remains at a high rate, ut will 
certainly cast an adverse shadow on the smooth devel- 
opment of the national economy and affect the smooth 
development of reform and opening up. Therefore im 
order to check the inflation trend, we must first increase 
effective agricultural supplies. Increasing inputs to agn- 
culture and raring the comprehensive productivity of 
agriculture 1s the pressing task of the moment. 


It should be noted that since the beginning of reform and 
opening up, comprehensive rural productiy:ty has been 
mcreasing year after year. Girain production has been 
raised to higher levels again and again, from an annual 
output of 300 billion kg to 440 bilhon kg, cotton output 
has increased by over 100 percent, output of ol-bearing 
crops has been imecreased by more than 200 percent, 
output of frunt by 360 percent, output of meat by /40 
percent, and aquatic products output by 400 percent 
Precisely because the comprehensive productivity 4 
agriculture has been raised year by year. an increasing 
quantity and a ncher variety of farm produce can be 
eupplhed to the public, thus keeping urba: and rural 
markets brisk, guarantecing the improvement of the 
people's living standurads, and supporting the cause of 
reform ano opening wp m our country, However, i 
should also be noticed that thes ability es still limited 
Because the major rivers are not cflec ively harnessed, 
the disaster-proof capacity of our agriculture has not 
been raised aad has even weakened somewhat. ihe area 
of farm land used for crop cultivation continues to 
decline, and more and more land 1s berg used by other 
industries. Agniculture-onented madustrics have not been 
properly strengthened, and industrial support tor agr- 
culture has even weakened. The lack of advanced pro- 
duction equipment, scaticred operations, and obsolcte 
means of production remain unchanged m general. and 
in some areas, agriculture rs stili handled with primitive 
means of production. The low level of scrence and 
technology m agriculture has been worsened im recent 
vears by the serrous brain drain mw thes field. The scale of 
production remaims small, and the degree of organiza- 
hon im commodity production remains at a low level 
These add to the difficulties of peasants and agriculture 
m entering the market. All these facts about the current 
condition of agricultural production show that it rs 
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necessary to comprehensively enhance the comprehen- 
sive productivity of agriculture. 


The whole year’s work demands a good start in spring. 
For our agricultural work this year, the coming spring 1s 
of especially great importance. Agricultural production 
must be effectively conducted from the very beginning of 
spring. as should the relevant financial arrangements, 
economic planning, development proyects, and measures 
to support agriculture at the very beginning of spring. As 
the popular saying gocs: If man delays work on the land 
by one hour, the land may delay his work by one year. 
Party commutieces and governments at all levels must 
first stainhize the area of land for crop cultivation, set up 
basic crop farming protection zones for the production 
of such major produce as grain, cotton, oil-bearing crops, 
and vegetables, and effectively guarantee the supply of 
grain and other foodstuffs through actually imcreasing 
inputs wo agriculture. There should be new pians and new 
actions to harness the major nmvers and in farm land 
capital construction. Effective and feasible measures 
should be worked out for comprebensive agricultural 
devciop ment and for the transformation of low-yreld and 
medium-vield fields. Consideration must also be given 
to the questions of agriculture-onented industries, the 
supply of agricultural production materials, and the 
application of scence and technology to agriculture. 
They should discover mn good time and sum up properly 
the fresh expenences of the peasants im their operations 
in the socialyst market economy, and should then spread 
such successful experrences widely mn order to prom ic 
the in-depth development of rural reform. In short, in 
ercetirg the coming spring of 1995, we should stnve to 
create a new situation on our agricultural and rural work 
and thus lay a solid foundation for agricultural develop- 
ment thes vear and i the coming years. People have 
every reason to beheve that with the exphcit guidelines 
land down by the party's central leadership, with the 
consensus of opimron reached by all people, and with the 
yount efforts of the whole party and the whole nation, the 
level of agricultural production and the comprehensive 
prodiciivity of agneculture mn our country wall certainly 
be rarsed substantially over the next few vears. 


‘Experts’ Advance Reasons for Grain Price 
Increases 

HAO6OTOSS 295 Benne CHINA DAILY in Enelish 6 
Jan vs pad 


[By Gao Anming: “Experts Note Reasons For Hikes in 
Girain Proees”] 


{FBIS Transcribed Text] Rising gram prices were the 
most apparent sign of inflation ceeply felt by rank- 
and-file citizens Curmng the past year 


For cxsample. the retail price of nce more than doubled 
m major Chinese cities. Lo Bening, it has pumped 150 per 
cent since November 1993 


But this does not mean the supply of grain im the country 
has fallen short of demand, some noted Chinese agricul- 
tural experts sax’ at a semunar late last month. 
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On the contrary, the output of cereals in 1994, though 
2.6 percent less than the previous year, can meet national 
food consumption demand with no difficulty. Rather, 
the price hikes are caused by a lack of marketing chan- 
nels, inadequate grain reserve management, and the 
adjustment of crop types, the experts said. The workshop 
was sponsored by the Institute of Rural Development of 
the Chinese Academy of Social Sorences. 


They warned price hikes would continue unless the 
Central and local governments strengthen coordination 
and macro control of the market. 


Chinese farmers reaped 444.6 billion kilograms of 
cereals in 1994, 11.9 billion kilograms less than the 
record harvest in 1993, latest reports from the State 
Statistics Bureau indicate. 


The experts unanimously said the output ts still great 
considering heavy losses from flooding and other 
weather-related disasters last year. 


The balance between grain production and demand 
remains but it 1s becoming fragile because of growing 
food consumption by a burgeoning population. said 
Tang Renyian, vice director of the Polrcy and Law 
Department of the Ministry of Agriculture. 


Tang said the 50 percent increase 1 official procurement 
prices of grain since last June was a chief factor for the 


price rises. 


The vice director also attributed the price hrkes to 
increasing Costs that were brough: about by price hikes of 
agricultural materials in particular. 


He said grain prices had been staggering for years before 
the end of 1993 and the market had been slow. The 
current rise 1s largely a rebounding from previous artifi- 
cially low prices. 


He said the substantial pay mses of employees in govern- 
ments and mstitutions during the past year s another 
important reason 


“If the swelling of consumption funds are not accompa- 
nied by a couresponding increase in commodity supply. 
there will be price hikes,” Tang sand. 


As people's living standards improve they are shifting 
mecreasingly towards better quality grain. However, the 
read;usiment of crops failed to keep pace, causing short 
supplies of some varieties. 


The mounting prices have prompted some grain pro- 
ducing regions to resort to protectionism measures to 
prevent local products from being shipped out. Tang sard 
local protectionism would cause regronal imbalances and 
further jack up prices 


State-owned gram stores. the country’s largest food 
dealers. had failed to contain the rising prices at the 
demand of the government but, rather, had taken part im 
the speculation, said Guo Shutian, former head of Tang's 
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department and now deputy dircctor of the Policy 
Research institute at the Ministry of Agriculture. 


Under the curren: system, the stores are the grass-roots 
divisions of the government grain management depart- 
ment. They are supposed to buy grain when prices are 
low and sell 1 when prices shoot up 


However, as these stores have beew restructured mto 
independent businesses in previous reforms, they usually 
refuse to market their storage to beat the msing prices but 
would buy more grain hoping to reap even digger profits. 
They well know that food 1s the most inclastic consumer 
item on the Chinese markeé. 


“Government intervention #s based on antimarket mea- 
sures,” Guo said. “The gran stores, however, would seck 
to maximize profits as independent businesses. 


“It ts therefore crucial to separaic the business side of the 
stores from their functions as regulators of the market,” 
the sercor exper: said. 


Guo's «iew was shared by Li Bingkun, head of the 
Agricultural Department under the State Council 
Research Office. 


Li said the country has not wet developed a national 
common market for agricultural products. The market, 
instead, often 1s broken into preves reflecting admunis- 
trative boundaries, making t hard for goods to flow 
smoothly. 


Neither state-owned grain stores or private dealers have 
actually entered the market. The government ts relying 
too much on administrative measures sstead of eco- 
nomic levers to regulate grain prices 


Zhu Xinwyu, an official with the State Statrstics Bureau, 
also blamed the disorderly market and mefficient gov- 
ernment regulation for the prece hikes 


He said there 1s too much speculation before grain is 
brought to consumers from farmers and the state-ow ned 
grain stores had failed to fulfill their regulatory func- 
HONS. 
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Zhu said most of the country’s grain stock 1s kept in 
individual farm houscholds insicad of state storage 
tanks, making it hard for the government to control the 
market. 


The experts suggested the central government boost its 
grain reserves to be mn a better position to mtervenc in 
the market. They also asked the government to free the 
administrative reins On most state-owned grain stores 
and break up local trade biocs so the stores, along with 
private businesses, may act exactly according to market 
signals. 


Shaanxi Achieves Further Rural Economic 
Growth 

OW 0401170395 Beyine MINHA in English 1440 
GALT 4 Jan 9s 


[FBIS Transcribed Text] Xian, January 4 (XINHUA) 
Northwest China's Shaana: Province achieved fast 
development in its rural economy with rapid increases in 
the production of frut, anmmal husbandry and cotton 


Despite a decrease in the output of grain and o1l-bearing 
products owing to natural disasters, the province pro- 
duced 2.1 millon tons of frunt, up by over 20 percent and 
leading the country im thas field. 


According to official figures, Shaanxi also achieved 5.8 
billhon yuan in the output value of anmmal husbandry, up 
10 percent. The production of meat and cggs also 
jumped by over 10 percent cach, with 40 percent of the 
eges sold outside the province 


Since the mid-1980s Shaan has paid close attention to 
gram production and has made painstaking cfforts to 
rationalize its rural cconY mic structure. Most parts of 
the province have been classified into specialized agn- 
cultural production zones such as ones for gram, tea 
fruit and poultry 


While boosting agricultural production, the province has 
worked hard to build a number of services for agriculture 
such as for processing, storage, packaging and imforma 
hon 
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East Region 


Fujian Governor on Economic Tasks for Year 


HK0601092695 Fuzhou Fuyian People’s Radio Network 
in Mandarin 2300 GMT 27 Dec 94 


[FBIS Translated Text] Jia Qunglin, secretary of the 
provincial party commiuticc, presided over the provincial 
economic work mecting yesterday morning. Chen 
Mingyi. deputy secretary of the provincial party com- 
mittee and governor, gave a report entitled “Acquiring a 
Clear Understanding of the Situation, Making Our Tasks 
Definite. and Bringing About Sustained, Rapid, and 
Healthy National Economic Development.” 


After fully appraising Fuyan’s economic situation this 
year, Chen Mingy: stressed the importance of next year's 
economic work, saying: We must abide by the instruc- 
tions of the central authorities and the requirements of 
the provincial party committee, have a clear idea of the 
overall situation of the entire party's and entire country’s 
work: correctly handle the relations between reform, 
development, and stability: strengthen and improve 
macroeconomic regulation and contro! curb inflation: 
carry out all reforms with the focus on state-owned 
enterprises, expand foreign economic relations and 
trade, utilize foreign capital more actively and effec- 
tively: increase agricultural investments to develop agri- 
culture and the rural cconomy, expedite the structural 
adjustment and stimulate technological progress: 
improve industrial quality and economic results: control 
the investment in fixed assets to guarantee key construc- 
tion projects, boost urban and rural markets to improve 
the people's lives, speed up the development of social 
undertakings: bring about sustained, rapid, and healthy 
national economic development and social progress, and 
fulfill the tasks and targets set by the Enghth Five-Year 
Plan. 


To actveve these objectives, Chen Mingy: stressed the 
need to fulfill the following seven tasks which have a 
bearong on the overall situation: 


1. Strengthening control over commodity prices. Chen 
Mingy: pomted out: We must make up our minds to 
ensure investment in the construction of key infrastruc- 
tural and basic industrial projects throughout the prov- 
ince, merease the percentage of investment in agricul- 
ture, irrigation projects, key construction projects, and 
enterprises’ technical transformation, reduce the number 
of nonproductive and high-consumption projects, 
strengthen management over real estate investment and 
exercise control over deluxe housirg construction, 
resolve the housing problems of residents and teachers. 
Strengthen responsibility for approving investment 
projects, exercise strict control newly started construc- 
tion proyects, strengthen manarement over consumption 
funds: strictly prohibit the issuance of bonuses, subsi- 
dies. and allowances under whatever pretest, evercise 
sirict control over the use of financial funding for the 
purchase of commodities, resolutely curb the excessive 
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growth of state institutions’ purchasing power. increase 
the supply of essential products, implement the system 
of the provincial governor and executive leaders at all 
levels assuming responsibility for the rice bag project, 
and the system of mayors assuming responsibility for the 
shopping basket project. improve government ability to 
regulate the market. establish a reserve system for major 
commodities, perfect the reserve system for grain and 
pork, which has been im force this year, and strengthen 
discipline, ©. pervision, and inspection over commodity 
prices. 


2. Strengthening agriculture as the foundation of the 
national economy. Chen Mingy: pointed out: Newt vear 
the provincial government will increase the budgetary 
investment in agricultural capital construction. The pro- 
vincial financial department will increase by a wide 
margin the funding for the construction of river embank- 
ments and the special funding for the construction of 
grain- growing bases. All levels of governments must 
increase their agricultural investments, those who make 
the investments wall be entitled to the investment results. 
We must try by every possible means to stabilize and 
develop grain production; establish a rural socialized 
service system, and implement the plan of assisting the 
poor. 


3. Improving state-owned industrial enterprises and 
enhancing their quality and economic results. Chen 
Mingy: pointed out: Next year we will give prominence 
to adjusting the imdustrial structure. mtroducing 
advanced technology, and strengthening comprehensive, 
coordinated management. We will improve the develop 
ment plan for the petrochemical industry. building mate- 
nals industry, machine- building imdustry, and elec- 
tromecs industry, work out a detailed implementation 
program for this; and fix the responsibility for the 
implementation of the program. 


4. Speeding up infrastructural construction and 
improving the situation im transportation and energy 
supply. Chen Mingy: pointed out: In transportation, 
emphasts should be laid on speeding up the construction 
of Fuzhou's Changle international airport, the Quan- 
7hou-Niamen expressway. the Hengnan railway, and the 
Zhangqianxiao railway. Earnest attention must be paid 
to the construction of the second-phase project of Xia- 
men's Gaoti Airport, the Fuzhou-Quanzhou cxpressway, 
Xiamen’s Zhongdu port, Meizhouwan's coal port, and 
the Meikan railway. In the energy industry. we must 
expedite the construction of the Shurkou hydropower 
Station, Xiamen’s Gaogi power station, and the ongoing 
10 medium-sized hydropower stations, to ensure an 
mcrease of | million kilowatts in the instatied capacity 
The construction of the Muyangu: terraced hydropower 
Station, the Meizhouwan thermal power station. the 
Mianhuatan hydropower station. the second-phase 
project of the Huaneng Furvhou power station, and the 
second-phase proyect of Nanpu's Songyu power station 
must be carried out according to the requirements 
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5. Making a success of financial and taxation work to 
ensure a balance between revenue and expenditure. 
Chen Mingyi asked all localities to make good arrange- 
ments for financial resources. to develop financial 
resources in newly growing economic areas, to collect 
taxes strictly according to jaw, to pay equal attention to 
the collection of local and central taxes, to strengthen 
management over real estate tax, personal income tax, 
and agricultural special product tax, and to exercise strict 
control over financial spending, to cultivate the concept 
of living a frugal life. to support key agricultural and 
educational projects, to spend within their income, and 
to strengthen supervision over financial affairs. 


6. Exercising good management over urban and rural 
planning and construction and pushing forward the 
construction of modern cities and towns. 


7. Conscientiously working out the Ninth Five-Year 
Plan and strengthening its scientific nature and guiding 
role. 


In his report, Chen Mingy: stressed: In the course of 
carrying out economic work, we must work hard to 
promote the coordinated development of social under- 
takings, increase investment in social undertakings, and 
properly proceed with the 10 mayor social undertakings 
set by the provincial party commiutiee and government. 


On creating new strong poimts in reform and opening. 
Chen Mingyu sand: Next vear we will focus on deepening 
State-owned enterprise reform, proceed with all kinds of 
reforms in coordination with each other, increase the 
impetus of reform, carry out state-owned enterprise 
reform and social insurance system reform, build a 
market structure, improve the macroeconomic manage- 
ment system, and do a good job in all kinds of reform 
experiments. In accordance with the principle of 
reducing the burden. equal competition, transforming 
the operational mechanism, creating new vitality, 
adjusting the structure, and improving economic results, 
we will expedite the transformation of state-owned 
enterprises’ operational mechanism. Next year, we will 
work hard to make a breakthrough in transforming these 
enterprises operational mechanism and in reorganizing. 
remolding, and improving them. We will introduce a 
social insurance system with old age pensions and unem- 
ployment insurance as the main components. We wall 
devote mayor efforts to building a market structure with 
the focus on developing commodity markets to a higher 
level on a larger scale, cxapedite the establishment of 
markets for production factors, plan market operations: 
deepen macroeconomic management system reform, 
and make a success of the reforms of the financial. 
taxation. monctary. planning, and investment systems as 
well as institutronal reform 


(hen Mings: demanded: Aiming to expand an cxport- 
orrented cconomy, we must continue to carry out 
opening to the world. The level of opening to the world 
must be enhanced. Stress must be land on bringing about 
three direct links between Fujian and Taiwan to make 
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contributions to the motherland’s reunification. Fuysan- 
Taiwan exchanges must be strongly encouraged. The 
Xiamen Special Economic Zone must implement some 
of the policies applied to free ports: properly use local 
legislative mghts, and build bonded areas and Taiwan- 
imvestment areas. Aiming to boost the construction on 
both sides of the strait, southeastern Fujian region must 
do a good job in converging with the international 
economy, in forming technology- intensive industry, in 
expanding key enterprises. in manufacturing key prod- 
ucts, and in developing modern cities. There is a need to 
expedite the development of mountainous areas. to bring 
about coordinated economic development between 
mountainous and coastal areas. to introduce foreign 
capital more actively, more rationally. and more cffec- 
tively; to expand foreign trade. to develop foreign trade 
enterprise groups: to speed up the transformation of 
state- owned foreign trade enterprises’ operational mech- 
anism, to encourage enterprises with the necessary con- 
ditions to switch toward forming imternationalized 
groups, to help import and export enterprise groups 
improve their ability to create foreign exchange and 
optimize their export commodities. to improve the 
quality of light industrial products; to bring into play the 
strong points of foreign-invested enterprises in 
expanding exports, and to encourage the establishment 
of export-orrented foreign-invested enterprises. 


Fujian Leaders Address Provincial Work 
Confereace 


HK0601045 295 Fuzhou Fuysan People’s Radio Network 
in Mandarin 2300 GMT 29 Dec 94 


[FBIS Translated Text] The provincial economic work 
conference came to a successful end on 29 December 
The meeting called for further bringing the thinking and 
behavror of cadres and the masses throughout the prov - 
ince imo line with the spirit of the central cconomuc 
work conference, resolutely carrying out the economic 
principles and policies set out by the central authorities. 
correctly handling the relations among reform, dev clop- 
ment, and stability in accordance with the requirements 
of the provincial party committee, emancipating peo- 
ple’s minds; secking truth from facts. making parns- 
taking efforts in doing proncering work. and promote the 
sustained, rapid, and healthy development of the 
national economy. 


Provincial leaders attending the mecting included Jia 
Qinglin, Chen Mingy:, You Dexmng, Lin Kaigin, He 
Shaochuan, Huang Jianshuang. Zhao \ucmin. Lin Zha- 
oshu, Huang Wenlin, Xi Jinping. Shi Zhaotin, Chen 
Yingguan. Huang Songlu. Yuan Qitong, Zhang Jrakun. 
Huang Liangchuan, Tong Wanheng. and Pan \incheng 


Governor Chen Mingy:. deputy secretary of the provin- 
cial party commuttee, presided over the meeting. Lin 
Karqing. deputy secretary of the prov. ual party com- 
mittee, gave a concluding speech cited: “Working 
Vigorously To Ensure the Implement»ion of All Estab. 
lishment Measures.” 
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The five-day provincial cconomic work conference 
relayed the spirit of the national economic work confer- 
ence, and considered and arranged Fuyian’s economic 
work om all fields in 1995. Comrades attending the 
mecting studied conscientiously, discussed warmly, had 
a better understanding of the overall tasks, and mcreased 
their sense of responsibility and urgency for successfully 
fulfillong next year's cconomuc tasks. They said that after 
returning to their own work places, they wall properly 
relay and implement the spirit of the meeting m connec- 
tion with the actual conditions. 


In hes speech. Lin Kangen expressed bas opinion on 
implementing the spirit of the central and provincial 
economic work conferences, and on guaranteeing the full 
fulfillment of Eighth Five-Year Plan. He required all 
localities and departments to exert themselves and boost 
their confidence m fulfifling next year's tasks, to subor- 
dinate themselves to the needs of the national interests. 
to arrange basic and infrastructural construction effec- 
tively. to further develop the economy by relying on the 
reforms, to persevere in wsing both hands to grasp the 
work, while keeping both hands tough: and to make 
greater efforts to maintain law and order, and to uphold 
social stabrlity. 


Al the concluding meeting. Vice Governor Wang Jian- 
shuang. standing commuttee member of the provincial 
party committee, and Huang Wenlin, standing com- 
mittee member and secretary general of provincial party 
committee. also spoke and set out requirements for the 
work om certain fields. 


Fujian Leaders Direct Spziag Festival Activities 


HAKOSOLI 3589S Fuzhou Funan People’s Radwo Network 
im Mandarin 2200 GMT 28 Dec 94 


[FBIS Translated Text] A provincial team has been 
formed to convey regards to the Army and give prefer- 
ential treatment to soldrers’ and martyrs’ familes during 
the Spring Festival. Jra Qunghin rs chief of the team. Chen 
Mingy:. You Dexmg,. Lin Kanqin, He Shaochuan, Wang 
Jianshuang. Zhao Xuemin, Lin Zhaoshu, Huang Wenlin, 
Xi Jinping. \i Zhaobon. Chen Yingguan, Huang Songlu, 
Yuan Qriong. Shi Xongmou, Zhang Jiakun, Huang 
Liangchuan, Tong Wanheng. Pan Xincheng, and Long 
Qiying are deputy chefs. Comrades mm charge of the 
relevant departments directly under the provincial 
authorities are members of the team. 


As the 1995 New Year and Spring Festival are 
approaching. the proviectal party committee, the pro- 
vincial government, and the provincial military district 
have rssued a crrcular on conducting activitics to support 
the Arms and ene preferential treatment to soldiers’ and 
martyrs famules. and to support the government and 
cherish the people. The circular asks all localities and 
armed forces units to comscrentiously mmplement the 
mstructions of the party Central Committee, the State 
Council. and the Central Miltary Commussion on 
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strengthening unity between the Army and the gove/n- 
ment, and between the Army and the people, to conduct 
in a down-to-earth manner the activitics of supporting 
the Armiy and giving preferential treatment to soldiers’ 
and martyrs’ families, and of supporting the government 
and cherishirg the people. to build closer tres between 
the Arsny and the government, and between the Army 
and the peopic, and to create a fine social environment 
for reform, development. stability, and the Army's mod- 
|. In-depth education must be conducted on reaching 
unanimity between the Army and the people. All locali- 
ties and armed forces units must carry out propaganda 
on the tradition of soldsers cherishing civilians, and 
civthans cherishing soldvers—a tradition that prevasied 
during the war penod—and the glonous deeds of the 
new period characterized by supporting the Army and 
giving preferential treatment to soldiers and martyrs’ 
famihes, and must combine the education on unanimity 
between the Army and the people with the education on 
patriotism and national defense so as to form a thick 
atmosphere of the Army cherishing the people and the 
people supporting the Army throughout society. 


2. Earnest ciiorts must made to ensure the impliementa- 
tion of doubie-support work at the grass-roots level. 


3. Problems in double-support work must be resolved 
properly. 


4. The Army and the people must support cach other, 
and thes must remain constant. 


5. Army-pcople joint celebrations and regards-convey ing 
activities must be held on these holdays. All kinds of 


activities must be held in warm and grand atmospt res. 
but thriftiness must be observed. and extravagance and 
waste must 


Fujian Leader Watches Fuzhou New Year Show 
HKOSO11 35095 Fuchouw Funan People’s Radio Network 
in Mandarin 2300 GMT 29 Dec 04 


{[FBIS Translated Excerpt] On the evening of 29 
December, the provincial cultural department and the 
Fuzhou City People’s Government jointly held an 
evening show in Fuzhou's Fenghuang Theater to cele- 
brate the coming of the New Year 


Provincial leaders Jia Qunglin, Chen Mingys,. You Devw- 
ing. Lan Kangin, He Shaochuan, Wang Jianshuang. Zhao 
Xvermin, Lin Zhaoshu., Huang Wenlin, Yuan Qnriong. 
Wang Liangchuan, Tong Wanheng. Pan Xincheng. Hu 
Haoran, and leaders of the military units statroned im 
Fuzhou and Ieaders of Fuzhou City attended the evening 
show. More than 1.000 people from all socal crcles 
aitended the mecting and watched the show 


Fuzhou Mayor Jin Nengchou gave a specch at the 
mecting on behalf of the provincial party committee and 
government. He extended festival greetings to all 
workers, peasants, intelicctuals, officers and serv rcemen 
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people He expressed gratitude to the foremgn 
experts working im Fujian for thei help. [passage 
omitted] 


Report on Fujian Economic Performance in 1994 


11K0601095 795 Fuzhou Funan Poople’s Radio Network 
in Mandarin 2300 GMT S Jan 9S 


[FBIS Translated Text] As revealed by the provincial 
government's news briefing yesterday [5 January}, 1994, 
which has just gone, was a fruitfvl year for reform and 
development im our province. The provincial national 
economs has been developing in a sustained, rapid, and 
healthy manner, and our ccomomic strength has 
improved markedly. 


According to prelominary calculatrons, mn 1994, Fuyian’s 
GNP reached 145.1 billion yuan, up 20.4 percent over 
the previous year per comparable prices, which was the 
third consecutive year of high growth since 1992: total 
agricultural output valuc registered an increase of 9.6 
percent over the previous year. of which the total gram 
yield was up 2.1 percent, and 268.5 billhon yuan of gross 
industrial output value was fulfilled, up 43.9 percent 
over the previous year. 


In 1994, Fupan achreved results m macroeconomic 
regulation and control. and there was a marked decline 
in the growth rate of investment demand, and an 
improvement in the mvestment structure. Greater 
mvestment was made in basic indusines and infrasiruc- 
ture-—such as energy. transport, post and telecommun- 
cations, and communications—and the series of 13 key 
construction projects guaranteed within the year was 
comp'cted. and they have gone mmto operation either in 
full or om part. In addits., as far as the financial and 
taxation restructuring was concerned, the steady trans:- 
tron from the contract system for revenues and cxpend)- 
tures to the revenue-sharing system brought about a 
steady mmecrease in financial revenues so that Fuyan’s 
financial revenues exceeded 13.3 billbon yuan, overful- 
filling the target set by the provincial party committec. 


The balance of all types of savings on the financial sector 
reached 108.5 bilhon yuan, up 21.1 bilhon yuan over 
early 1994: the total amount of exports may exceed $8 
billvon, thus fulfilling the state-assigned task three 
months m advance, and the amount of foreign caprial 
really utilized by our province reached $4 bilhon, up 
approumately 38 percent over the previous year 


Meanwhilc. the well-being of urban and rural residents 
im our province has continued to mmprove. In 1994, 
urban resxients’ per capita moome avarlable for living 
expenses and peasants’ per capita net moome may reach 
3,490 yuan and 1.500 yuan, up 7.4 percent and four 
percent, respectively, while allowing for price rises. 
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Fujian Province Takes Steps To Protect Farmland 


OW 0501164295 Beying XINHUA im English 1610 
GMT 5 Jan 9S 


{FBIS Transcribed Text] Fuzhou, January 5 (XIN- 
HU A)}—East China's Fujian Province rs making special 
efforts to achieve a target of conserving one million ha of 
basic farmland—wup from 0.99 million ha last year. 


Al present. the per-capita amount of cult: aied land im 
the province 1 only some 0.04 ha, the lowest im the 
whole country. In order to accomplish the strategic task 
of making its 31-milhon population self-sufficient im 
grain, Fujysan’s government announced a regulation tart 
September that stxpulated that 82 percent of the farm- 
land must be preserved as what it calls basic farmland, 
2c. Arable land which must be used only for agricultural 


purposes. 


In the latter half of 1994 the provincial administration 
allocated a total of nearly 20 million yuan to conserve 
farmland. 


According to official calculations, one million mu of 
farmiand can produce between 7.35 billron kg and emght 


bilhon kg of gram, ensuring that the per-<capiia gram 
amount reaches 250 kg to 300 kg. 


In addition. such an area of cultrwated land could pro- 
vide an average of two to three Li (ome Li equals 0.7 sq 
m) of vegetable- growing land for cach of the province's 
5.4 milhon urban residents, ensuring a sufficiency of 
vegetables. In the coastal city of Xiamen alone, 1.270 ha 
of vegetable land has been protected by enclosure, which 
is expected to provide nearly 500,000 kg vegetables a 
day. 


Meanwhile. the establishment of clear-cut areas of farm- 
land will assest the development of land for mdustnal 
and other purposes, according to provincial officials. 


Journal Views Shanghai Development Prospects 
HAKOSO1095 99S Hong Aone CHING P10 in Chinese 
No 209. § Dec 94 pp 42-45 


[By Hsiao 7u ($618 2528): “Shanghai Plans New Target 
for Effects 1g Bag Changes in Three Years” ] 


{FBIS Travstated Text] During hes inspection trip to 
Shangha: anaind the Sprang Festival of 1992, Deng 
Xiaoping spokes highly of the development of Pudong 
District and the sound overall cconc-c situation of 
Shanghai. prarsing this latecomer = -vipassing the 
old-trmers. He hoped that Shang: could take this 
opportunity and “change its face once a year.” At a later 
time, he brought up the same topic. hoprng that Shangha 
can “undergo a greater development within three vears.~ 


Deng \iaoping's aforementioned remarks were later 
cited by Shangha: municipal leader: on many occasions 
and at \arrous mobilization rales and summed up into 
a slogan which reads: “Changing the Face Once a \ car 
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and Effecting Bigger Changes in Three Years.” Today. 
the slogan has become a target for Shanghai's economic 
and social development program. 


ap my 

For C 
According to relevant statsstics, within the three years 
since Deng Xiaoping made the aforementioned remarks 
during his trip to southern China im 1992, Shanghai's 
cconemy has been enjoying a sustained high-speed 
growth and its GNP has increased by an average annual 
rate of 14 percent. During the period of January to 
October this year, the growth rate of the city’s GNP 
remained at 14.5 percent. while the output value of 
industnes, which copstitute a mayor pillar of Shanghar's 
economy. reached 340 tilhon yuan. an 18 percent 
merease over the same period last year. Moreover, the 
rate of production and marketing of industnal products 
exceeded 97 percent, while the brisk retail market 
enjoved 1 20 percent growth over last year. Statrstics 
have also «hown that the growth of the city’s financial 
revenue has exceeded that of economic growth. 


During the past three years, Shangha: has developed its 
basse municipal construction on an unprecedentedly 
large scale, inputting a total amount of 80 billion yuan. A 
series of major proyects, most of which are focused on 
improving communications and transportation facih- 
tres. have been completed and pet imto operation, 
including the Nanpu Bridge. the Yangpu Bridgc. the 
(nventai Pearl Broadcasting and Television Transmis- 
sion Tower, the Shanghai Subway No. | Route. the 
overhead highways of both Chengdu Road and the inner 
ring of Zhongshan Road, the Wagaogiao Port Area of 
the Pudong New Drstrict, and the flyovers of both 
Longyang Road and Luoshan Road. All these major 
projects have served as “images displaying the progress” 

cady scored by Shanghai im its bid for “bigger changes 
within three years.” 


Meanwhile. increases have also been registered in the 
moomes of Shanghai residents. Statistics show that 
during the period from January to September thrs vear, 
the per capita moome of the city’s urban dwellers stood 
at $20 yuan. up % percent over the same period last vear 
and. after allowing for price rises, the actual growth was 
1! percent. Though there still remains a wide gap com- 
pared to mcomes im certain areas in southern China, the 
superficial income [bao mian shou ru $903 7240 2392 
0354] of Shangha: residents has nearly doubled com- 
pared with three vears ago 


Has Enjoyed Continuous Growt), 
Years 


The raped coonomunc dev clopment achieved by mainland 
(Chena over the past several vears has astonished the 
workd. people are even more amazed to find that 
Shangha:, which gives first priority to improving its 
cconome efficrency, can successfully develop its 
coonomy at a rate hugher than the country’s average 
Faperts beheve. however, that on the present bass. 
Shanghar will weet rtself to greater pressure if it rarses 
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the target of “effecting bigger changes within three 
vears.” Shanghai's economic development has reached 
its peak om terms of capacity and, without readjusting the 
present economic structure or stepping up a well- 
coordinated market mechanism, 1 wall be very difficult 
for the city to fulfill any new economac targets. Shang- 
har’s munscrpal leaders can undoubtedly sense such a 
pressure, not to say under the present situation wherei> 
public opinion tends to believe that “China's reform and 
opening up im the 1990's depends on Shanghai.” In other 
words, Shanghai must try to preserve its already estab- 
lished image by any means. With the first round of 
“three years” coming to an end, what rs the city’s target 
for the new round of “three years” For example. how 
“big” wall the changes be and to which fields should the 
city apply such changes’ 


Huang Ju Raised Five Basic Points 


Sources have disclosed that at a routine meeting of the 
Shanghai Municipal Government. Huang Ju. Shanghai 
party secretary and mayor. who has just been reelected to 
the CPC Politecal Bureau, put forward a tentative devel- 
opment program for the new round of “three years,” 
which 1s marked by the following five “basic pomts™: 
First, Shangha: should continue to set its economic 
growth rate at a level higher than the country’s average 
and focus its cfforis on accelerateng che reform of its 
economic operational siructure and support mechanisms 
with a view to enhancing the quality of its economic 
operations. Meanwhile. the long-planned industrial 
structural readjustment program needs to be completed 
to locate mew pomts of growl, and comprehensive 
advantages for further economec development. Second, 
on the basrs of the exrsting infrastructural construction, 
Shanghai should pay closer attention to improving the 
standards of urban management and the city’s ecological 
environment. Today, Shangha: needs more than ever 
before to engage itself in “building software” with an arm 
to enhancing its comprehensive standards of urban man- 
agement. Third. comprehensive efforts must be made to 
push forward the reform of a “modern enterprise 
system” and create a sound external market environ- 
ment for the system. Fourth, while focusing its efforts on 
the devclopment of Pudong with ar, asm to reyuvenate 
Shanghai, the city should also give better play to its role 
im serving the entire country and, im line with the 
principle of “providing services from a high startong 
point.” play a leading part im bringrng along the eco- 
nomic development of the Chang Jiang Valley. Fifth, 
while enabling its cconomy to “mount a new step.” 
Shangha: should also ensure that its spintual civihzation 
building enjoys “special characterrstics and mounts a 
new level ~ 


Experts pointed out that Shanghar’s economic and social 
development has indeed arrived at a vital puncture. The 
past large-scale mpul mto infrastructural construction, 
the massive introduction of foregn mvestment, and the 
establishment of large and small markets have set targets 
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for the city from a high starting point; therefore, accel- 
erating Shangha!’s urban software construction neces- 
sary for the building of a modernized international city 
has become a task which brooks no delay. In this sense, 
major amendments need to be made to Shanghai's 
original strategy of urban planning. 


In mid-October this year. Shanghai called a work con- 
ference on urban planning. At the meeting, experts 
reached a consensus that Shanghai, in the light of the 
needs of the 2Ist century and on the basis of the 
leaps-and-bounds development of Shanghai's economy, 
should make amendments to its furtlier development 
program which reflect the general trend of Shanghai's 
future economic and social development. 


Shanghai's Economic Development Faces 10 Major 
Issues 


Various signs have clearly shown that the coming “three 
years” have a vital bearing on Shanghai. In making 
amendments to Shanghai's urban planning the city’s 
decisionmakers will be confronted with questions such 
as how to complete the work in a more scientific manner 
and how to reduce possible shocks that may be occa- 
sioned by the amendments. According to relevant 
experts, further studies necd to be conducted on the 
following 10 major tssues facing Shangha:’s economic 
and social development. 


The first is the issue of industrial structure. Since the 
beginning of the 1990's, Shanghai has adopted. through 
legislation, the principle of “tertiary, secondary, and 
primary,” namely, “giving first priorty to the tertiary 
industries, readjusting the secondary, and enhancing the 
primary.” Moreover, 1t has also determined that Shang- 


hai’s tertiary industries should account for 45 percent of 


the city’s total GNP by the end of this century. As a 
matter of fact, Shanghai's tertiary industries are devel- 
oping at a faster rate than expected and statistics show 
that. during the period of January to October this year. 
the output value of the tertiary industries reached $7.1 
billion yuan, accounting for 40 percent of the city’s total 
economic Cutput value. Basing on such a growth rate, the 
city’s tertiary industries can fulfill the target of making 
up 45 percent of the city’s total GNP in less than three 
years. However, such a rapid development ts largely 
based on real estate, as wel! as the monetary and securt- 
ties industries. which are apt to turn into “bubbles.” 
Judging by Shanghar's realities over the years, industry 
has remained the most powerful and most stable factor 
in the city’s economic growth. In any case. Shanghai's 
industry continues to rank as the country’s first in terms 
of foundation and economic efficiency. In what way wall 
Shanghai determine an appropriate ratio for its primary, 
secondary. and tertiary industries, and define the conno- 
tation of its tertiary industries mn particular, mn order to 
preserve its present standing in the country? 


The second issue is to seek and determine new points of 
growth for its economy. Although Shanghai has made 
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painstaking efforts over the past several years to achieve 
the goal of “opening Shanghai to the outside world and 
enabling Shanghai to enter international markets.” few 
changes have taken place in the city’s basic mix of 
exported commodities. Shanghai's industrial production 
still remains one which mainly aims at “replacing 
imported goods with home-produced ones.’ For 
example, automobiles, telecommunications equipment 

and steel products have been regarded as Shanghai s 
“rising pillar industries,” yet what they have achieved so 
far is only a cutback in imports. In what ways can the city 
turn these industries into “guiding factors for exports?” 
To answer this question, much improvenicnt needs to be 

made in the quality and grade of products turned out by 
new pillar industries. What 1s more, the mdustrial struc- 
ture and product mix of a considerable number of 
state-owned enterprises also need to be readjusted. 
According to the market ruic, it is possible that cnter- 
prises can break free from the boundaries of trades, 
minimize and finally eliminate mandatory tasks, and 
take part in market competitions in real terms. Yet such 
a situation will most probably give rise to the phenom- 
enon of overlapping investments. In this case, we need to 
facilitate new readjusiments and give ar overall and 
comprehensive consideration to domestic sales, foregn 
trade, commerce, agriculture, and other related trades 

This 1s, however, a project of a considerable scale and it 
is nO easy task to organize extensive coordination 
between the different trades. 


The third issue is to set new targets for urban construc- 
tion. It is true that Shanghai has inputted dozens of 
billions of yuan in municipal construction projects over 
the past three to five years. However, these projects were 
started merely out of consideration of “repaying debts.” 
This 1s because over the past three decades and more, 
Shanghai vasically inputted no money inte its municipal 
construction and the problem of aging urban function: 
has become an obstacle for the city’s economic develop. 
ment. Shanghai has realized that its municipal recon- 
Structions must be equipped with the functrons of an 
“international metropolis.” Besides the construction «| 
the Shanglias Subway No. 2 Route and Shanghai's 
Second International Airport, which 1 well under way 

the city 18 also making preparations for upgrading its 
transportation retwork with neighboring regions esteb- 
lishing a three-dimensional setup for its own communi 
cations, and for enhancing the cits ’s telecommunication 

capability which includes the building of an informatio: 
expressway. To have all this municipal constructior 
completed, a massive financial input 1s indispensable as 
well as munimal. The question is: From whence can the 
city get all the money it needs’? The participation of 
loreign businessmen in the construction and manage 

ment of these projects also depends on the city s ability 
to enforce pertect rules and regulations 


How Pudong Gives Play to Its Examplary Role 


The fourth issue is the development of Pudong. | vcr sinc: 
Apri! 1990. when the CPC announced sts decision to 
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develop and open Pudong to the outside world, Pudong 
has attracted more than 3,000 foreign-invested projects, 
entailing a total foreign investment of over $6 billion. A 
number of small districts in Pudong, such as Luyiazui, 
Jingiao, Wargaoqiao, and Zhangjiang, have been acti- 
vated and their basic construction 1s being carried out on 
a considerable scale. However, it was the expectation of 
the central government that Pudong should play an 
cxamplary role in China's reform and opening up in the 
first place, while bringing along the economic growth of 
the Charg Jiang Valley. In other vords, for the coming 
several years, people will ‘ix their eyes on Pudong to see 
how it brings into full play its “functions and roles.” 


Ihe fifth issue is how to explore domestic markets for its 
own products. In Spring and Autumn this year, Shangha 
sent two large delegations to Chengdu and Harbin 
respectively. holding “Expositions of Shanghai Prod- 
ucts” im the two cities. The nearly 2-billon-yuan turn- 
over of the two expositions has served to show that 
preducts manufactured in Shanghai still enjoy great 
market potential. However, due to regional protec- 
tionism, which 1s a widespread practice in China, 11 1s 
very hard tor pure commodities to occupy the markets of 
other regions. What is more, i 1s impractical for 
Shanghai to frequently hold such large-sca'e activities as 
“Shanghat Products Expositions” which dragged in too 
many pecole and were taken charge of by the mayor 
himse!f, Shanghar should take steps to make both finan- 
cll investment and technological input in other regions 
and turn out products there using Shanghat brands. In 
other words, sharing profits with other regions 1s the onl: 
sound strategy tor Shanghas. The provlem ts that 
Shangha: can find neither a precedent to follow nor 
untied laws to abide by if it ts to adopt this practice. 


Ihe sixth issue is how to open up international markets. 
Shanghat established a number of transnational compa- 
nies in overseas areas in the o'd days yet, under the past 
oractie of each domg things 11 tis own way, these 
transnational companies were unabie to give due play to 
them roles. The best way for Shanghai to take now 15 to 
pool together various sectors with different advantages 
and form them into economically strong “imiernaiional 
group corporations.” However, this goal cannoi be 
ach-eved by means of mandatory orders; what 1s more, 
nobods can tell for sure when a leading company is going 
to emerge Which proves acceptable and appeals to other 
COTMPANies 


it Is Necessary lo Introduce International Management 
Nlethods 


Ihe seventh issue is that Shanghai must place on its 
agenda the establishment of “lateral economic associa- 
tions” with inland areas. By establishing lateral economic 
associations with inland areas Shanghai can do some- 
thing about the “imbalanced development between 
eastern and western regions.” which 1s proving to be a 
mayor concern to the central authorities, on the other 
hand. st can give shape to a complementary economic 
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structure between Shanghai and inland areas. Mutual 
benefits always remain the cule of the market. The 
question is 1a what ways 1s Shanghai going to choose to 
couperate with areas with which 1 intends to associate 
itsclt. 


The eighth issue is Shanghai's standard of urban man- 
agement. The management pattern currently in practice 
in Shanghai is a “two-tier management by governments 
at the municipal and district (county) levels.” Such a 
management pattern can, in certain periods, help arouse 
the enthusiasm of districts and counties, making it easier 
for the municipal government, which exercises the mac- 
rocontrol, to adopt policy decisions and coordinate work 
in the different sectors. However, urder the present 
situation of urban development, all construction projects 
are subject to management at the municipal level. This 
gives rise to the phenomenon that overlapping manage- 
ment 's imposed on, and numerous contradictions have 
surfaced with, both the construction process and the 
postconstruction management of these projects. There- 
fore, 11 is Imperative to work Out as soon as possible a 
number of sound management methods which not only 
tally with the “special characteristics” of Shanghai but 
also keep in line with international practices. 


The ninth issue is the sources of funds required for 
economic development. Statistics show that Shanghai has 
made an annual investment of nearly 100 billion \uan in 
fixed assets for the past three consecutive vears. OF this 
total, 40 to SO percent 1s foreign investment and of the 
remaining Gomestic investment, half comes from four 
major banks (the Industral and Commercial Bank, the 
Construction Bank, the Agricultural Bank, and the Ccn- 
tval Bank). while the other half 1s sourced by other banks 
and institutions. Generally speaking. with the credit 
scale controlled by the People’s Bank of China. the city 
has to try its best to rarse funds through various chan- 
nels. The question 1s how can the criy retarm the existing 
sources of funds which were opened three years ago” 
Experts believe that funds can be raised through no more 
than two channels, that 1s. domestic and overseas chan- 
nels Under the present situation wherein a considerable 
amount of sunds is currently hidden among enterprises, 
the question remains as to what the city can do to 
regulate ana standardize the use of such funds 


Wu Bangguo Investigates Reform of State-Run Enter- 
prises 


The tenth issue is Shanghai's reform measures. At the 
beginning of the 1990's. Shanghars reform had an 
extremely standard pattern. In 1992. Shanghai preposed 
on its own initiative to engage itself ina “self-supporting 
reform”; in other words, Shanghar would. under the 
prerequisite of ensuring the financial revenue of the 
central government, carry out reforms on its housine 
system, pension and social security system, and medical 
insurance system. Ail these reforms have played a sup- 
port role in Shanghas’s establishment of a market mech- 
anism; on the other hand. they have provided the central 
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government with worthy experiences. It is the central 
government's idea that Shanghai “should be the coun- 
try’s first to carry out the reform of establishing a 
modern enterprise system.” This is a project with con- 
siderably high difficulties. In May this year, CPC Gen- 
eral Secretary Jiang Zemin and Premier Li Peng visited 
Shanghai on separate occasions. During their visits, they 
urged the city once again to accelerate the pace of the 
enterprise reform. Sources have it that Wu Bangguo, who 
has recently been promoted to the CPC Secretariat, 1s 
currently making investigations into this reform. In 
March next year, Jiang Zemin will sum up Shanghai's 
experience in the reform of establishing a modern enter- 
prise and come out with a reform program to be spread 
throughout the entire country. The Shanghai Municipal 
Government has decided that the enterprise reform, 
which has been experimented with in 100 selected enter- 
prises this year, will spread to all enterprises of the city 
by next year. 


lt has been learned that all levels in Shanghai are 
currently summarizing the experience gained from the 
city’s past campaign of “effecting big changes within 
three years” and have brought forward new programs for 
the coming “three years.” Based on the new programs 
submitted by all levels of the city, the Shanghai Munic- 
ipal Government 1s expected to have worked out a 
development program in November this year and submit 
it to a plenary session of the municipal party committee 
for dyscussion and approval before the end of this year. 
The final version of this new development program 1s 
subject to the approval of the municipal people's con- 
gress scheduled for the beginning of next year. 


Central-South Region 


Cuangdong Xie Fei Urges Enterprise Groups To 
Nleet 

1K0601062998 Guangzhou Guangdong People’s Radio 
Network in Mandarin 1000 GMT 30 Dec 94 


|} BIS Translated Text] Between 27 and 29 December, 
Xie Fer, member of the CPC Central Political Bureau 
and secretary of the Guangdong Provincial CPC Com- 
mittee, held separate meetings with the leaders of 
Cjuangzhou and the managers of the enterprises con- 
cerned on the issue of setting up enterprise groups. Xie 
Fer fully affirmed Guangzhou's mitial achievements in 
organizing enterprise groups. He encouraged the city 
leaders and the enterprises concerned to further eman- 
cipate their minds, quicken the pace of the work in this 
regard, reyuvenate the old state-owned enterprises by 
reorganizing their property nghts and transforming their 
operation mechanisms, establish a batch of enterprise 
groups in the Zhu Jiang Delta area which have strong 
economic muscles and flexible operational mechanisms, 
and extend their business to other provinces and to areas 
outside the mainland. 


Comrade Xie Fer said: We have just begun to make 
useful explorations in setting up enterprise groups 
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among state-owned enterprises. We should sum up our 
work experience in this regard and find effective 
methods that are suited to Guangdong’s specific condi- 
tions. Enterprises in the Zhu Jiang Delta area should 
take the lead in this regard. Governments at all levels 
should create favorable external conditions for the enter- 
prises in their reorganization. Enterprises should rely on 
their own strength and efforts when seeking develop- 
ment. 


Guangdong Government Head Issues Apology 
11K0601045695 Hong Kong ZHONGGUO TONGAUN 
SHE in Chinese 1220 GMT 3 Jan 9S 


[FBIS Translated Text] Guangzhou, 3 Jan (ZHONG- 
GUO TONGXUN SHE)—The person in charge of 
Nantou Town, Zhongshan City, arrived in Guangzhou 
this morning to apologize to the Guangzhou City Inter- 
mediate People’s Court for the actions of residents from 
his town who had willfully and violently obstructed court 
cadres and bailiffs in carrying out ther duties. 


The Guangzhou City Intermediate People’s Court had 
ruled that the Kangwei Factory in Nantou Town, Zhong- 
shan City be seized in favor of the plaintil, the Guang- 
dong Kang Bao Electric Apphance Factory, to safeguard 
property and preserve evidence. The Kang Bao Factory 
was suing the Kangwei Sterilized Cupboard Factory for 
patent infringements. However, the bailiffs sent by the 
court to execute the ruling were willfully resisted by the 
town residents concerned on the morning of 28 
December. 


Zhu Yingjun, Nantou Town party secretary and govern- 
ment head, told the Guangzhou Intermediate People’s 
Court that he had come with deep feelings of guilt to 
self-criticize himself severely over the 2&8 December 
obstruction of the bailiffs in the execution of their duties 
and to apologize to them. He said: The obstruction of the 
haliffs in the execution of ther duties in Nantou was 
caused mainly by a weak sense of law and indicates that 
gomething 1s wrong with the town’s law-popularizing 
education. The incident was a serious breach of law 
which hampered the bailiffs in carrying out their duties 
and obstructed the execution of an action im an intellec- 
tual property rights case. It 1s a bad influence and the 
lesson 1s profound. After the incident. the town leader- 
ship called meetings on 31 December and | January, 
wherein it was decided to order the chiet residents 
concerned and present at the scene to make self- 
criticisms, with follow-up actions based on the self- 
criticisms. The meetings also pledged support for the 
court's seizure ruling. Zhu Yingjun submitted to the 
person in charge of the court the letters of criticism by a 
Mr Huang. the town deputy government chief who led 
the obstruction, and others 


Deng Guo, Guangzhou City Intermediate People’s 
Court chief judge. welcomed the person in charge of 
Nantou Town and accepted his avology. Deng Guo 
said that 11 was a rare and serious lawbreaking event tor 
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people from Nantou Town, Zhongshan City to abuse 
their powers, violently obstruct the court in executing its 
ruling, force bailiffs to tear down a notice of seizure 
which had already been posted, and to organize the 
masses in surrounding and attacking the bailiffs. He 
hoped that the concerned persons !n charge of Nantou 
Town would take this incident serously, confront 1, 
learn a lesson from it, and deal se, *vely with personnel 
who obstruct bailiffs from carrying out official business. 


Guangdong To Launch Copyright Antipiracy 
Operation 

11K060108 1095 Guangzhou Guangdong People’s Radio 
Network in Mandarin 0400 GMT 6 Jan 95 


[FBIS Translated Text] At today’s provincial meeting of 


directors of social culture administration committees, 
Vice Governor Lu Zhonghe, member of the standing 
committee of the provincial pariy committee, stressed 
that we must intensify our law enforcement cfloris so as 
to severely punish copyright piracy and protect intelicc- 
tual property rights [IPR]. 


Lu Zhonghe said: The provincial government ts planning 
to launch a provincewide operation in January to weed 
out copyright piracy. Party and government leaders at all 
levels, as well as departments in charge, must have a 
profound understanding of the great significance of IPR 
protection, and must correct the careless belie! that 
illegal publications are innocent. Various localities must 
take the initiative in weeding out units reproducing 
compact disc and laser disc players, resolutely punish 
according to law those practicing copyrnigiit piracy, and 
order those whose cases are of a serious nature, but who 
fail to correct themselves after repeated warnings, to slop 
production. All types of markets, shops, and stalls selling 
audio-visual products will be uncovered. For units and 
individuals selling pirated audio-visual products, their 
pirated goods will be contiscated, and legal action will be 
taken against them. During the operation, serious efforts 
must be made to investigate and punish large and 
important cases of copyright piracy, and criminal pro- 
ceedings must be taken against people whose cases are of 
a serious nature 


Guangdong Steps Up Checks for Pirated Products 
HKOSOTISI298 Hone Kone Television Broadcasts 
Limited in English 1200 GMT S Jan 9S 


[From the “News at 8:00" program] 


[FBIS Transcribed Text] Public security bureau officers 
have recently stepped up checks on copyright pirates in 
Guangdong, but there's sill an ample supply of forged 
products on sale, as Linda | ee reports from Guangzhou: 


is a known haven for 
e Government has now 
products. 


[Lee, in English] Guang : 
pirated goods, but the ‘ 
vowed to clamp down « 
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[Lee, in Cantonese with English subtitles} Have they 
come around to inspect? 


{Shopkeeper, in Cantonese with English subtitles} Of 
course they've come; they come all the time. 


{Lee, in Cantonese] When was the last time they came 
here? 


[Shopkeeper] They came just yesterday. 


{Lee, in English] Despite tighter checks, we were still able 
to obtain pirated compact discs from some vendors, but 
they were obviously more discreet than before. Chinese 
officials claam some mainland manufacturers are 
infringing copyrights unknowingly, but say it’s very 
difficult and time-consuming to try and educate over | 
billion people about intellectual property rights. 


{Gu Kaixin, of the Guangdong Provincial Patent Admin- 
istration Office—identified by screen caption—in Man- 
darin with English subtitles, following from the Mau- 
darin}] Now there is a considerable number of people 
blindly copying other people's products. Judging from 
the cases handled, most of them were not aware of it, 
they did not do tt on purpose. This much I can be sure. 


[Lee] But the United States has accused Chinese state 
enterprises of producing pirated goods 1 the first place. 
The U.S. believes the root of the problem lies with the 
manufacturers, and not the consumers. But Gu Katxin 
pointed out that it’s mostly the private rather than the 
Static enterprises who are involved in copyright infringe- 
ments. He also urged foreign companies to register their 
patents with China, or otherwise they won't be protected 
by the Chinese Government. 


Conflict Between Public Security, Residents Ended 


HKOSOLI34495 Berne ZHONGGUO NINWEN SHE 
im Enelish 1304 GALT S Jan 9S 


[EF BIS Transcribed Text] Guangzhou, January $5 (CNS)— 
A confrontation between the public security officials and 
residents which occurred recently in a village of Doumen 
County which 1s under the jurisdiction of Guangdong 
Province ended following interveniion by the local gov- 
ernment. A secretary of the town Party committee who 
was once taken as hostage by village residents was freed 
without myury while residents detained by the police for 
investigation were also released. Construction of a Hong 
Kong funded factory affected by the incident resumed 


The confrontation was mainly due to unfair distribution 
of maternal benefit between the town government and 
local residents. The incident happened when serious 
differences were seen between the Wushan town govern- 
ment and residents of Lishan Village which 1s under the 
administrative yurisdiction of the town government. The 
differences mainly hed in distribution of RMB [Ren- 
minbi} 3.5 million which was compensated to the village 
residents by a Hong Kong businessman for the requisi- 
tion of land ata price of RMB 35,000 per mu. Half of the 
200-mu land which was used for establishment of a Hong 
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Kong funded industrial complex for electronics is state 
owned land under the control of the Wushan town 
government while the rest 100 mu is acreage under 
cultivation of collective ownership claimed by Lishan 
Village. The town government held that the money 
should be reserved as development fund for investment 
in other items while the village residents insisted on a 
portion of 90 percent of the proceeds from the land deal 
should be shared by all village residents. Rumors 
aroused from the dispute worsened relationship between 
the town government and village residents. Local cadres 
and officials were accused of committing corruption or 
sharing the proceeds privately which quickly fanned 
public anger. A large number of village residents vented 
their disgust on the Hong Kong businessman late last 
December. They destroyed a road leading to the indus- 
trial complex and smashed machinery in the construc- 
tion site. Confrontation came to a climax when the town 
government sent public security officials to intervene 
and arrest an activist who was behind the illegal action. 
The branch office of the Lishan village Party committee 
was surrounded by angry residents later in that day and 
they attacked the Wushan town government office early 
in the following day. They took hostage a secretary of the 
town Party committee and a police official in an attempt 
to force a promise from the local government for distri- 
bution of the proceeds. The government responded by 
sending a large number of policemen to carry out sup- 
pression. A conflict broke out and led to injuries of 31 
police officials and 11 village residents. The residenis 
were forced to release the two hostages later while the 
authorities set free detained residents and the incident 
was then settled. 


The authorities clanmed that residents who took the lead 
in fanning hostile action against government offices and 
destroyed road and machinery committed violation of 
law and they had to be put to justice. As for other 
residents who blindly followed the hostile action, they 
will not be investigated for their responsibility in this 
incident. 


Work Begins on Guangdong Section 
Beijing-howloon Railway 

OW 0S0116449S Beyine NINHUA in English 1613 
GAMfl S Jan YS 


{EF BIS Transcribed Text] Guangzhou, January 5 (XIN- 
Ht A/OANA)—Thanks to the hard work of more than 
30.000 construction workers over the past year, the 
section of the Beying-Kowloon railway in south China's 
Cruangdong Province 1s proceeding at a rapid rate. 


(ne quarter of this 83-km section consists of bridges and 
tunnels. 


The Guangzhou-Meizhou-Santou Railway Corporation, 
which 1s in charge of the construction, started work in 
May 1993. It has finished tunnels totalling 15,000 m in 
length, nearly 80.2 percent of the total. 
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Meanwhile, of the large and medium-sized bridges— 
with a total length of 13,870 m—some 12.800 m have 
been completed. And 35 bridges have been completed 
ahead of schedule. 


Moreover, 85 percent of the stone and earthworks of the 
railway and 98.7 percent of the culveris are finished. 


Hubei Reaps Good Harvest, Growth in Rural 
Economy 


11K0801121095 Wuhan Hubei People’s Radio Network 
in Mandarin 1000 GMT 1 Jan 95 


[FBIS Translated Text] In 1994, our province reaped 
comprehensive good harvests in agriculture, full growth 
in the rural economy, and has advanced agriculture to a 
new stage of steady and rapid development overail. 


The annual grain production plan was fulfilled, with the 
total yield reaching 24.1 billion kg, up 3 percent on the 
previous year; the total cotton yield reached 475,000 
tonne, up 50,000 tonne, the total yield of oil crops 
reached 1.35 million tonne, up 230,000 tonne; the total 
yield of aquatic products reached 1.15 million tonne, up 
13 percent; the total yield of meat reached 2.2 million 
tonne, up 6.6 percent, the yield of products of diversified 
operations, such as vegetables, dried and fresh fruit, and 
tea, hit an all-time high; and as far as forestry was 
concerned, barren hills were basically wiped out. 


Last year, the growth rate of our province's total agricul- 
tural output value reached 7.1 percent, the total output 
value of township and town enterprises exceeded 150 
billion yuan; the total output value of diversified opera- 
tions exceeded 31.1 billion yuan, and the per capita GNP 
grew by over 300 yuan, thus overfulfilling the annual 
development plans. 


Meanwhile, gratifying changes have taken place im the 
agricultural industrial structure, the structure of labor 
force mobilization, economic sectors, and the business 
situation. According to statistics, among the province- 
wide total agricultural output value, the output value of 
diversified operations accounted for 62 percent, among 
the gross rural product, the output value of nonagricul- 
tural sectors accounted for over 60 percent, and among 
the agricultural and industrial labor force, the number of 
laborers who moved from large-scale farm production to 
other sectors went up from 7 millon to & millon, 
accounting for 43 percent of the total labor force and 
registering an increase of four percent over the previous 
year. 


Last year, the number of rural joint-stock cooperative 
enterprises across the province exceeded 30,000, with 
the total value amount of stocks reaching 4.8 billion 
yuan. The number of private enterprises at all urban and 
rural levels reached | million, employed over 2 million 
laborers, and created 30 billion yuan in output value and 


turnover. 
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Southwest Region 


Guizhou Leader Marks Radio Station Anniversary 


11K0601080695 Guiyang Guizhou People’s Radio 
Network in Mandarin 2300 GMT 28 Dec 94 


{Unidentified reporter's report on 28 December celebra- 
tion marking 45th anniversary of Guizhou People’s 
Radio—recorded] 


{[FBIS Translated Excerpt] [Reporter] As the New Year 
approaches, Guizhou People’s Radio is ushering in its 
45th anniversary. Today is 28 December 1994. We 
sincerely that hope all veterans engaged in broadcasting 
work, and all listeners and friends who enthusiastically 
support our work will join us in celebrating the 45th 
founding anniversary of this broadcasting station. 


[Announcer] Leaders, veterans, and guests: The 45th 
founding anniversary celebration of Guizhou People’s 
Radio now begins. Present at this celebration are pro- 
vincial party and government leaders, including Com- 
rade Liu Fangren. Present at this celebration are provin- 
cial party and government leaders, including Liu 
Fangren, Chen Shineng, Wang Siqi, Wang Shouting, 
Huang Yao, Liang Mingde, and Wang Siming. [passage 
omitted] 


Mei Yingfu, director of the provincial broadcasting 
station, and Huang Siwei. director of the provincial 
radio and television department, reviewed the achieve- 
ments, reform, and development of Guizhou People’s 
Radio in the last 45 years. Secretary Liu Fangren made a 
speech entitled: “Developing the Main Theme and 
Guiding the People With Correct Media.” He sand: 


{Liu} Comrades, we gather here now to celebrate the 45th 
founding anniversary of Guizhou People’s Radio. | 
express my warm congratulations to all comrades on 
behalf of the provincial party committee, the provincial 
people's congress, the provincial government, and the 
provincial committee of the Chinese People’s Political 
Consultative Conference. | express my cordial regards 
and highest respects to all veterans who have made 
important contributions to the development of Guizhou 
People’s Radio over the last 45 years. Guizhou People's 
Radio was one of the first media units established in the 
province. 


{Announcer} Liu Fangren said: Over the last 45 years, 
Guizhou People’s Radio has propagated the party's 
policies and expressed the people's wishes. It has become 
an important media unit in the province. Since the Third 
Plenary Session of the 11th CPC Central Committee, 
Guizhou People’s Radio has adhered to Comrade Deng 
Xiaoping’s theory of building socialism with Chinese 
characteristics, and to the party's basic line; has firmly 
served socialism and the people; has persisted in pro- 
viding positive reports, has upheld the basic propaganda 
principle of unity, stability, and development, has con- 
formed with the arrangements and demands of the 
provincial party committee and government, and has 
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enthusiastically disseminated Guizhou's achievements 
in reform, opening up, and modernization. Facts have 
proved that Guizhou People’s Radio is a media contin- 
gent that can develop its career through hard work, ts 
willing to devote itself and forge ahead, and is utterly 
reliable. In conclusion, Comrade Liu Fangren said: 


{Liu] Comrades: The year 1995 1s approaching. 
Reviewing our history, we are happy to see our achieve- 
ments. Looking into the future, we feel the heavy respon- 
sibility ahead. The success of a career depends on hard 
work. The development of a career depends on forging 
ahead. We hope that all comrades will make persistent 
efforts and create more brilliant achievements. In con- 
clusion, | wish all comrades and vei:rans good health 
and a Happy New Year. 


Sichuan Governor Attends Reopening of River 
Channel 


11K0601082395 Chengdu Sichuan People’s Radio 
Network in Mandarin 2300 GMT 30 Dec 94 


{FBIS Translated Excerpt] Yesterday {30 December], at 
the emergency channel-widening work site on the upper 
reaches of the Wu Jiang, firecrackers were fired with 
fullest joy. 


At 1548. a No. 310 cargo ship, fully decorated with 
colorful mbbons and carrying 120 crewmen, moved 
slowly upward from the lower reaches. About 20 minutes 
later, the ship passed through the 410 meter-long upper 
section without a hitch. Thus, Wu Jiang channel, which 
had been blocked for eight months and had aroused 
much concern, was formally declared reopened to navi- 
gation. 


On behalf of party Secretary Xie Shipe and Governor 
Xiao Yang, Vice Governor Gan Yuping extended ardent 
congratulations and heartfelt thanks to vast numbers of 
workers and technicians scattering over the front line of 
the emergency project. He wished for all of them to 
devote persistent efforts to making the Wu Jiang fully 
navigable. [passage omitted] 


Xin Wen, vice chairman of the CPPCC provincial com- 
mittee, and Liu Zhongshan, director of the provincial 
communications department, also made remarks 


Governor Xiao Yang, CPPCC provincial committee 
Vice Chairman (Jiang Guoping), provincial planning 
commission Vice Chairman (Liu Baihua), provincial 
finance department Director Li Dachang, and Guizhou 
Province’s representative to Sichuan’s Qianjiang Pretec- 
ture also attended yesterday's ceremony 


Sichuan’s Yang Rudai, Xie Shijie Open Deng 
Exhibit 

14K060109469S5 Chengdu Sichuan People’s Radio 
Network in Mandarin 2300 GMT 30 Dec 94 


[FBIS Translated Excerpt] Yesterday [30 December], 
thousands of cadres and the masses and people of all 
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walks of life in our province gathered in Sichuan Provin- 
cial Art Exhibition Hall to solemnly hold the first-issue 
ceremony of the large photo album called “His Love for 
Sichuan—Deng Xiaoping and Sichuan,” and the 
opening ceremony of the photo exhibition. 


Leaders attending the opening ceremony yesterday 
included CCPCC National Committee Vice Chairman 
Yang Rudai and Sichuan party, government, and mili- 
tary leaders Xie Shiie, Kui Fulin, Zhang Zhijian, Yang 
Xizong, Nie Ronggui, Qin Yuqin, Xi Yifang, Jiang 
Futang, Huang Yinkui, Geng Quanlhi, and Xu Shiqun. Xi 
Yifang presided at the opening ceremony. [passage 
omitied] 


Provincial Party Secretary Xie Shijie said at the opening 
ceremony: The grand undertaking of the first-issue of 
“His Love for Sichuan—Deng Xiaoping and Sichuan” 
and the opening ceremony of the photo exhibition ts an 
event of important significance. Comrade Deng 
Xiaoping 1s the chief architect of our country’s socialist 
reform and opening up and modernization, an impor- 
tant member of our party's first-generation leading col- 
lective, and the core of the second-generation leadership. 
In the new period of reform and opening up, Comrade 
Deng Xiaoping has made many personal calls to 
Sichuan, shown great concern for Sichuan’s reform and 
opening up and socialist modernization, and issued 
many important instructions. Sichuan people must pluck 
up their spirit and never forget Comrade X:aoping’s 
profound sentiments of friendship toward his home- 
town. [passage omitted] 


Northeast Region 


Liaoning Province Seeks Foreign Investment 


HAKOGOTOSOS9S Beyine CHINA DAILY in English 6 
Jan ¥s pl 


[By Song Liuun and Qu Yingpu: “Liaoning Opens Doors 
Wider] 


IFBIS: Transcribed Text) Shenyang-—The province of 
Liaoning, an industrial powerhouse in Northeast China, 
has announced an unprecedented six-year programme to 
inject foreign blood into its state economy. 


In a decisive move aimed at revitalizing the industrial 
sector, Acting Provincial Governor Wen Shizhen 
pledged to convert 800 large state enterprises into Sino- 
overseas equity joint ventures by the vear 2000. 


The move puts Liaoning in the forefront of a nationwide 
march to reform state businesses. 


The province, which has long been a hub of heavy 
industry has 1.261 large and medium state-owned enter- 
prises accounting for one- tenth of the national total. 


The machinery, electronics, metallurgy, and petrochem- 
ical sectors are high on the list of those that will 
encourage foreign investment, Wen said yesterday at the 
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opening of a three-day provincial working conference to 
promote foreign trade and capital inflow. 


All city mayors, senior foreign trade officials, and com- 
pany presidents across Liaoning are attending the 
meeting, the first such provincial gathering this year. 


Wen said Liaoning aims to raise the number of foreign- 
funded enterprises operating in the province to 10,000 
by the end of the century, of which 200 will have more 
than $20 million worth of foreign investment each. 


The industrial output value of foreign-funded enter- 
prises 1s expected to rise 50 percent to some 80 billion 
yuan ($9.5 billion) in 1997, with export volume to grow 
at an annual rate of 30 percent and hit $3 billion in that 
year. 


By the end of 1994, Liaoning had approved a total of 
10,300 overseas-funded projects. Promised overseas 
investment on these projects topped $11.9 billion. 


Wen said Liaoning will look to Japan, Germany, South 
Korea, Hong Kong, Taiwan, Australia, and the United 
States as major sources of investment for the renovation 
and conversion of its state enterprises 


Elite large state enterprises which are profitable and 
relatively well-equipped—will be the first to be turned 
into join ventures, Wen said. 


Several large enterprises in cities such as Dalian, Shen- 
yang, Anshan, Fushun, and Benxi will be chosen to 
pioneer the foreign investment promotion drive, he said. 


Another key focus of the drive will be on the service 
sector, he said, adding that Liaoning hopes to launch 
several foreign-funded banks and insurance companies, 
joint-venture law firms, and accounting firms im Shen- 
vang and Dahan. 


Besides direct foreign imvestment, the province also 
hopes to absorb $1.6 billion worth of foreign commercial 
and government loans to improve its infrastructure, Wen 
said. 


Northwest Region 


Gansu Party Leader Attends CPPCC Meeting 


MKOSOTI3179S Lanzhou Gansu People’s Radio 
Nerwork in Mandarin 2200 GMT 28 Dec 94 


{EFBIS Translated Text] The current provincial com- 
mittee of the Chinese People’s Political Consultative 
Conference [CPPCC] has been doing effective work to 
support the party's central task on the basis of the 
achievements made by the previous committees. It 1s 
conscientiously performing CPPCC functions, 1s taking 
an active part in discussing and handling government 
affairs, and has achieved good results in many aspects, 
and made new progress and breakthroughs. 


This was what Yan Haiwang, secretary of the provincial 
party committee, said when attending the provincial 
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CPPCC work conference, which concluded on 28 
December. In his speech. Yan Haiwang briefed the 
meeting's participants about the current situation and 
tasks in this province. He hoped that CPPCC local 
committees at all levels would better perform their 
functions and better bring their advantages into play in 
the course of supporting Gansu’a central task, and 
would, as usual, make concerted efforts to do successful 
work. 


Shen Xiaozeng, chairman of the CPPCC provincial 
committee, said: In the future, the CPPCC provincial 
committee will take measures to come into closer con- 
tract with, and give more effective guidance to CPPCC 
local committees in the province, and will give full play 
to the role of the CPPCC local committees in political 
consultations, democratic supervision, and political par- 
ticipation. Attention will be paid to the major strategic 
issues in this province. The CPPCC local committees 
should carry out in-depth imvestigations, come up with 
more pertinent opinions and proposals, and give sincere 
and unreserved support to the work of the provincial 
party committee and the provincial government. 


Mu Bent, standing committee member of the provincial 
party commutice and director of the provincial united 
front work department, and Huang Zhengqing, Li 
Zhong, Han Zhengqing. Zhu Nuanren, Wang Ping, Chen 
Jranhong, Ying Zhongyi, Du Dashi, and Bai Yufeng, vice 
chairmen of the CPPCC provincial committee: attended 
the meeting. 


Gansu Leader Arranges Back Pay for Miners 


HKOGU1062O89S Lanchou Gansu People’s Radio 
Vetwork in Mandarin 2800 GAMIT 4 Jan 9S 


{FE BIS Translated Excerpt] Yesterday [4 January}, Yan 
Haiwang, secretary of the provincial party committec, 
and Zhong Zhaolong. secretary general and member of 
the provincial party committee's standing committee, 
led cadres in charge of relevant departments to the 
(\inhan) Mining Bureau to convey greetings to front. 
line workers, and to call on model labor and impover- 
ished workers and staff. They told the departments 
concerned to try by every possible means to rare funds 
to ensure that impoverished enterprise workers and staf! 
would receive their pay, so that they could have a happy 
Spring Festival 


As the Spring Festival ts approaching, the provincial 
party committee and government, while bearing in mind 
the well-being of the numerous impoverished worker 
households, have successively called meetings to discuss 
how to deal with the situation 


Provincial leaders divided themselves into groups and 
went to enterprises running in dithiculties to conduct 


on-the-spot investigation, to coordinate various types of 


work, and to extend workers’ pay in arrears. 


At dawn vesterday, Yan Hamwang and Zhong Zhaolong 
led leading cadres of the departments concerned—such 
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as the provincial economic and trade commission 
finance department, Bank of Industry and Commerce. 
federation of trade unions, and labor administration—to 
the (Xinhian) Mining Bureau to convey greetings to 
front-line workers. 


When worker (Wang Qixin) received a S00-) uan poverty 
subsidy and a red packet contaming 100 yuan [red 
envelopes containing money traditionally are given at 
Spring Festival time] from Yan Hamwang. he sand with 
emotion: | am grateful to our party tor the provincial 
party secretary's visit to my poverty-stricken home 


At 1300, the workers were at home, after knocking of! 
When hearing the news that Yan Haimang had come. 
they went outside in succession to thank the provincia! 
leaders for caring about the workers of enterprises run- 
ning im difficulties. 


Yan Harwang said: Coal is a very important state 
industry, and it 1s very toulsome to work in tt. In the past 
year, vast numbers of workers and stat! of the coal 
industry across the province have surmounted various 
difficulties and have produced 17 million tonnes of coal 
In particular, the production safety rate advanced to a 
new stage, which is very rare and commendable At 
present, there are varsous factors accounting for the 
difficulties facing the coal industry. At this moment. it 
does not help the situation if we merely think of the 
difficulties. In tomes of difficulty, we must not lose seeht 
of our achrevements. We have a clear understanding of 
the direction for which we are striving. and we must 
pluck up our courage and boost our contidence inp 
surmounting these difficulties. We must more troquent!s 
find out where we fall short, make strenuous cllorts to 
build up our own strength, explo our potentials. and be 
rigorous in administration so as to create a good micro 
economn atmosphere for our own enterprises and to 
sirive to surmount the present difficulties 


Regarding settlement of payment detaults to workers by 
enterprises running im difficulties, Yan thowane said 
emotionally: Ht 1s absolutely unacceptable for workers 
and stall to not even have money to spend during the 
Spring Festival alter a vear’s work. By workome rm coor 
dination with all the departments on the si 
getting bank loans, financial: appropriations. subsidies 
from the federation of trade unions and the |. 
ment, and tunds raised by enterprises themsc!ves—he 
helped workers and staff receive ther pay 


iding 


ior depart 


concerned to 


He enoimed the departments and units 
implement the measure by 15 January. and t 
and affix the responsibility of whoever fails to imple 
ment it. He sand: It ts necessary to convey the party's 


warmth to the homes of workers and stat! 


mVvestipals 


Gansu Governor Inspects Spring Festival Vlarkets 
IIKOSOTIZISYS Lanzhou Gansu People's Radi 
Vetwork in Mandarin 2800 GMLT OS Dec 94 


[|FBIS Translated Excerpt] As the two mayor festivals 
the 1995 New Year's Day and the Spring Festival—draw 
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near, provincial leaders are always concerned about the 
well-being of the common people, and especiztly about 
the supply of gram and other foodstuffs for them. This 
morning. Governer Zhang Wule. together with some 
provincial department heads and Lanzhou city leaders, 
inspected a number of major food markets and gram 
shops to see the condition of market supply. [passage 
omitted] 


They fist came to the cold storage piant of the meat 


processing company, and inspected the reserve supply of 


meat. The responsible comrade of the provincial food 
company told the leaders: The quantity of meat and eggs 
preserved in the cold storage plant exceeds that at any 
time in the past five vears. [passage omitted] 


On the inspection tour, Zhang Wule repeatedly stressed 
ihe need to properly arrange the supply of goods during 
the festival period, to strengthen market management, to 
Stabilize prices, and to guarantee eflectve supplies. 
[passage omitted] 


He paruculariy called on governments at vanous levels 
to try by all possible means to properly arrange the 
livelihood of workers in enterprises facrme difliculties in 
their operations, of retired workers, and of woncly old 


people. 


Gansu Ponders Development Zone, Counterfeit 
Products 


HA0601064A8S9S Lanchouw Gansu People s Radteo 
Network m Mandarm C800 GMI 4 van YS 


[EBIS Translated Text) Yesterday afternoon [4 January}. 
Governor Zhang Wule presided over the provincial 
government's first routine mecting, which examined and 
adopted in principle the poles on Lanzhou's New- and 
High-Tech State Development Zone and Gansu’s draft 
of the Regulations on Investigating and Punishing the 
Practice of Producing and Sciling Fake Goods 


According to the meeting. itis very emportant to speed 
up the construction of Lanzhou’s New- and High-Tech 
Development Zone. and various sectors must prepare 
the ground to actively support and coordimate it. Once 
completed, the desclopment zone will accelerate the 
pace of economic construction throughout the Province, 
Which 1s of very rmpeortant significance to Gansu’s eco- 
nomic development 


The meeting adopted im principic the poles on Lan- 
thous New- and High-Teca State Development Zone 


According to the meeting, activities of producing and 
selling fake and law-breaking goods have been running 
wild in our province mn recent vears, and have penetrated 
every corner of our social and economic lives, serrousls 
infringing on the legetimate rehts and interests of vast 
numbers of consumers, and sabotaging social and eco- 
nomic order. In the past two years, with the coordimation 
of departments concerned, our province has achieved 
certain results in the antroountertert work, but overall, 
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the situation has noi taken a fundamentally favorable 
turn. In order to intensify the aruicounterfen work under 
the present situation of lacking a special state law on 
investigating and punishing fake and !aw-breaking 
goods, it 1s extremely important and essential to draw up 
local laws and regulations. 


Vice Governors Guo Kun, Chen Qiling, Cur Zhenghua, 
and Yuan Xiaosu atiended vesterday’s meeting. 


Qinghai Meeting on Moderna Enterprise Systeni 


HA060 10649985 Nining Qinghai People’s Radio Network 
in Mandarin 2300 GMT 30 Dec 94 


{|FBIS Translated Text] The provincial government's 
meciiag on pilot schemes for establishing the modern 
enterprise system concluded mm Xinine on WO) December 
ht relayed the national work meeting On carrying out 
pilot schemes for the establishment of the modern enter- 
prise system, and considered and arranged the prov- 
mece's work in this regard. The establishment of the 
modern enterprise sysiem 1s not only an important part 
ol tne enterprise reform i our country, but also a kes 
link on the establishment of the socialist market 
economy 


Thais vear, according to the arrangement of the provincial 
government, Qinghar’s pilot schemes achieved initial 
results. Fourteen enterprises were sclected to be the first 
batch to carry out pilot schemes Quaghar Interim rules 
for the pilot schemes were worked out, and traning «as 
given to the backbone personnel mm the enterprises 
chosen tor the pilot schemes. The enterprises concerned 
also formulated their own plans 


The meeting summed up Qinghar’s cxaperrence im the 
previous Stage, end decided to carry out the pilot 
schemes for introducing the modern enterprise system in 
Qinghai mm three stages over the neat one and @ halt 
years. In the preparatory stage m the first hall of 1995 
traning and propaganda will continue. The system of 
coordmation meetings for the establishment of the 
moder caterprise system will be established throughout 
the province. Work procedures will be formulated. and 
comprehensive policies well be adopted for the actions to 
be taken in the pilot schemes. In the action stage im the 
second half of 1995. the assessment of assets in the 
enterprises concerned will be completed, the property 
rights wall be exphently defined, debts will be screened 
the quantity of assets to be held by the moorporate 
persons will be determined, corporate regulations and 
company rules will be tormulated for the enterprises 
concerned, and ther operation will be brought into linc 
with the Company Law. In the third stage, meaning in 
the first half of 1996, experience will be summed up. the 
system will be further consolidated and improved, and 
preparations will be made for launching the pilot 
schemes in a second batch of enterprises 


Vice Governor Wang Hanming eave a speech at the 
meeting, saying: In the course of establishing the modern 
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enterprise system, we should, first of all, correctly and 
comprehensively understand the connotation of this 
system. At the same tume, we should make break- 
throughs mm the difficult and key ports, especially mm 
properly handling the debts left unsettled from the past. 
lessening debt burdens on the enterprises, umpro. ing the 
soci! msurance system, properly handimg retired and 
redundant personnel, and pushing the enterprises into 
te market 


Wang Hanmung stressed: In the course of carrying out 
the prlot schemes, attention should be paid to coord: 
nating things mn some aspects. That 1s, the pilot schemes 
should be linked wath the transformation of enterprise 
operational mechanisms, with production development, 
with the mndustrial structural adjustments, and with the 
improvement of enterprise management. imal, he 
required all quarters concerned to strengthen leadership, 
cooperate closely, carry out proper planning and coord: 
nation, and effectively carry out all reform measures in 
light of Qonghar’s specific conditions, thus finding a 
feasible way to establesh the modern enierprise system. 


Vice Governor Zhao Led: also attended the meeting. 


“Qinghai Formulates Rural Enterprise Measures 


YSCLOLSIB Berne ZHONGGUO ALINGZHEN QIYVE 
BAO inChineses Now 94 p 2 


|C onsolidated report, “Qinghar Formulates Pohcies To 
Retucl Rural Enterprises” ] 


{PRIS Translated Test} In the last part of September, 
Oinghars provincial CPC committee and provincial 
government made an mportant decision. They called on 
the whole province to grasp the historical opportunity im 
which (he state rs focusing on supporting the devclop- 
ment of township-town enterprises m= the central- 
western regron. and to further emancipate the mind, 
overcome difficulties, and strive by the vear 2000 to 
make a major breakthrough om the scale, rate, and 
benctoal results of Quighar’s township-town enter- 
Prises 


(naghar’s goals for development up to the year 2000 are: 
the total output value of rts township-town enterprises to 
reach 1.7 fulhon mm 1998, double that mm 1992: to reach 
SS bilhon vuan m 2000, three tumes that in 1995. Within 
these seven \cars a goal is to mamta an an average 
sonual morease of 6 percent in the rate of development, 
and strive to exceed thes goal) Another goal rs, by the end 
of the baebth Five Year Plon period, to have six auton- 
omous prefe cores and counties exceed 100 millon yuan 
in output value (by the end of the century to have 13 
autonomous prefectures, counties, and prefectures 
exceed 100 mulhon yuan om output value, te have SO 
jownships (towns) exceed 10 nulhon yuan m output 
value, and to have 300 villages exceed | million yuan in 
output value. Still another goal rs, within this century, to 
build 20 townshio-town mdustral zones, so that the 
lownship-town enterprises go up a new “flight of steps.” 


REGIONAL AFFAIRS 87 


The general gusding sdicology for achieving the above- 
mentioned goals 1s: Make the market the guide, make 
cconomic returns the center, make reform the motive 
power, and make the explortation of natural resources 
and an merease mm their value by processing the break- 
through point. Depend on scientific and technological 
progress to push the township-town enterprises into 
going up in scale and increasing returns, effect guidance 
by classification and key breakthroughs, and promote 
the protracted, rapid, healthy development of all town- 
ship-town enterprises in the province. 


The decision pointed out that measures must be sured to 
local conditions, that there must be guidance by class- 
fication, and tht priority must be given to the develop- 
ment of key regrons and key industries 


In regeons, make the part along a railway line the avis, 
make cues and towns the backing, make natural 
resource tand the key pomts: centralize distribution, 
develop connected segments, give prionty to getting a 
good gmp on a number of key counties, townships, 
villages, and industrial zones, and make them gcared to 
the needs of markets inside and outside China, give 
prominence to the development of agricultural and siude- 
line products processing mdustines (including the green 
foodstulls industry, salizination imdustry, mining and 
processing industnes, and tertiary mdustries) 


In the mput aspect, within the next seven years the 
annual input of funds tor all the township-town enter- 
prises mn the province will a. least be mamtained at over 
250 millon yuan. The plutalization of the maim invest 
ment bodies, fest, depends on the annual loan mput of 
the Agncultural Bank and the Agricultural Development 
Bank being mammtained at over TSO) millon yuan 
Second, 1 depends on the enterprises rarsing money by 
themselves, making labor substitute for funds, younth 
operating by mputting shares, drawing in funds, and 
other methods to rarse more than 100 millon yuan every 
year, Third, a fund must be set up for the development of 
township town enterprises. Fourth, more than 60 per- 
cent of the poor-relet funds distributed to Qunghar by 
the state and the special-item discount loans must be 
used to support the development of township-town 
enterprises and the startire up of economic entities 


To create a comfortable external environment. the dect- 
sion formulates county and city preferential policies, 
mcluding 


Relax the jursdiction over progect cxamination and 
approval, and samphify examination and approval proce- 
dures: appropriately relax loan conditions, and lower the 
criteria tor the debt rate on loan tunds, permit enter. 
prises to use fixed assets to porntly guarantee mortgage 
loans between enterprises, set up township-town enter. 
prises and, alter approval by the organization im charge 
of taxation, reduce or exempt them trom mcome taxes 
lor three years, a township-town enterprise can have its 
tax pavtaent reduced by 10 percent, which wall be used to 
subsidize social expenditures such as building farms and 
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schools, and the method of collecting 10 percent betore 
tax will no longer be 3 cacticed: a township-town enter- 
prise with an investment of more than 5 millon yuan, in 
accord with the “Mineral Resources Law” and the 
“Mining Safety Law.” will be permitted to apply for 
permission to extract large and medium-sized deposits of 
which the state temporarily docs not permit extraction, 
and township-town enterprises can oj crate gold mines 
jointly with prospecting and other units. 


In the aspect of talented persons reform, the province 
must support, protect, and encourage able persons in 
rural areas, by various forms, to sect up and operate 
township-town enterprises. It must encourage this year’s 
graduates of colleges and polytechnic schools to be 
assigned or invited to work im township-town enter- 
prises. It must encourage and support the working per- 
sonnel of scientific and technological units and of insti- 
tutions of higher learning, technicians of state-owned 
enterprises, cadres and staff and workers and retirees of 
administrative institutes to work im township-town 
enterprs or to provide, im various forms. services to 
township-town enterprises. 


The principle of multigear drive, multitrack movement, 
and multiform development must be upheld 


The province will insist on the pluralizaton of own- 
erhsip and the diversification of administrative forms 
and will promote the “welding” of state-owned enter- 
prises with township-town enterprises. State-owned 
small and medium-sized enterprises can, through their 
“connection by marrage” with township-town enter- 
prises, set up mixed-ow nership enterprises, and also car 
through changing. transferring. renting. selling. and 
other forms, transform themselves into township-lown 
enterprises. In the future. besides the proyects and nems 
under the state's unified plan for devclopment. the rtems 
for new construction by the county and levels under the 
county must be gradually switched to the track on which 
development of township-town enterprises 1s made pr- 
mary. 


A free hand must be given to the development of the 
individual economy and private enterprises, not lymiting 
them in scale or rate, and in policy treating them equally 
without discrimination with the collective economy, and 
letting them compete on equal terms 


Newly built township-town enterprises must, as much as 
possible, be run as share Cooperative system enterprises 
Among the current township-town collective enterprises, 
a reform of the property nehts system should be vigor- 
ously pursued, and individual. private. and joint house- 
hold enterprises should develop in the direction of the 
share cooperative sysiem 


The province must make rational dispositions. coord: 
nate connected segments, and build township-town 
industnal zones 
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By the end of this century Qungha: will have sect up 20 
industrial zones with an aggregate oOulpul valuc of more 
than 50 milhon vuan. The plans for construction of 
industrial zones and of small cities and towns, and the 
construction of their basic facilities, are to be guided by 
the provincial planning commussion, which wall coord- 
nate with the local governments and relevant depart- 
ments mm rent collection, taxation, mndustnal and com- 
mercial management, energy supply, communication 
and transportation, traffic, and other aspects, and will 
give preferential treatment aod priority arrangement. 


The decision stresses that party committees and govern- 
men’s at all levels must make the development of town- 
ship-town enterprises a kev part of cconomic work. The 
party and government should personally get a hardle on 
this key part, divide the power of leadership, effect the 
full cooperation of all departments. and strive to open up 
a new situanon. Driving mechanisms must be sect up. and 
the situation obtaining in the development of township- 
town enterprises must be made an mmportant part of the 
assessment of the achrevements of county and township 
leading cadres in ther of ficial careers. Commendations 
and awards must be given to party and government 
leaders who have made outstanding contributions to the 
development of township-town enterprises and to out- 
Standing entreprencurs. Township-town enterprise man- 
agement bureaus at al! levels must be strengthened, not 
weakened 


\injiang Official Briefs Reporters on Economy 
OW 06010T0°9S Crum@g \inpane Televison Network 
m Mandarin 1230 GMT 2? Dec 94 


| Announcer-read report over video, from the “\inpang 
News” program] 


|FBIS Translated Test) The Ninpang autonomous 
regional party commutice and the regronal government 
held a discussion attended by reporters of central press 
units stationed mm \impang, as well as regronal press 
units, on 21 December. Janabil. deputy secretary of the 
regional party commuttce and charrman of the regronal 
conmunittes of the Chinese People’s Political Consultative 
Contererce [CPPCC], charred the discussron. [video 
opens with a pan shot of a conference room with dozens 
of people in attendance! 


Wang Liquan, acting secretary of the regronal party 
committee, Abdulahat Abduriat, regronal chairman 
Sha Ming. vice chairman of the CPPCC regional com. 
mittee, and Li Kangnong. director of the regional party 
committee propaganda department. were present at the 
discussion. [each of the offictals are seen in a close shot 
as the announcer reads the names and titles] 


\t the meeting. officials or reporters trom the NINH A 
\inpang Branch, RENMIN RIBAGQ) the Central Peo- 
ple s Broadcasting Station, ZHONGGLO \INWEN 


This report may conta copyrighted mater: 1! Copying and dissemination 
is prohibited without permission of the copyright owners 
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SHE, GUANGMING RIBAO, and KEJI RIBAO sta- 
tioned in Xinjiang, and from XINJIANG RIBAO and 
the Xinjiang Radio and TV Department reviewed their 
work over the past year. 


Acting regional party Secretary Wang Lequan gave a 
briefing on the regional economic situation. He said: 
Xinjiang’s economic situation as a whole has been good 
in 1994, registering increases at varying degrees in indus- 
tnal and agricultural production, foreign trade, and 
financial revenues. The main task of publicity at present 
is to continue to implement the guidelines of the Fourth 
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Plenary Session of the } 4th CPC Central Comm stice and 
of the central economic work conference to enhance the 
confidence of the people of all nationalities in Xinpang 
and harness the enthusiasm in all to ensure a good job of 
work on Xinpang. 


Speaking at the meeting. regronal Chairman Abdulahat 
Abduriant sand: The 40th anniversary of the establish- 
ment of the autonomous region will be the focus of 
publicity work next year. It 1s hoped that all press unris 
will continue Cooperation im ensuring a good job of the 
publicity work next year. 


This report may contain copyrighted material. Copying and dissemination 
1s prohibited without permission of the copyright owners 


al PRC MEDIA ON TAIWAN AFFAIRS 


XINHUA Replaces Item on Taiwan lavestments 


Original Version 
OW 0601041595 Beyine XINHUA Domestic Service in 
Chinese 0225 GMT 4 Jan 95 


[Beying XINHUA Domestic Service in Chinese at 1228 
GMT on 4 January transmits a service replacing the 
following riem|] 


{[FBIS Translated Text] Hong Kong, 4 Jan (XINHUA}— 
According to a report from Taibe: [Taspei], statrstecs 
released by Taiwan's “Council for Agricultural Planning 
and Development™ show that. compared with 1993, 
Tarmwa.’s agriculture-related investment in the mainiand 
grew three-fold m 1994, totaling 1,526 projects worth 
$723 million. 


According to the report, mvestment by Taiwan busi- 
nessmen was still concentrated im coastal provinces im 
southeast China, and most of the investments were in the 
manufacturing of food and beverage products, followed 
by goods processed from wood, bamboo, and forestry 
products. It was reported that cross-stran agricultural 
trade has also been developing raprdly in recent years. In 
199) alone. Tarwan’s agricultural exports, promarnly pro- 
cessed agricultural goods. to the mamland exceeded 
$290 millon: and Tamwan's agricultural mmports from 
the mainland, especially primary agncultural goods and 
patented Chinese medicines. reached $340 milhon m 
that same sear 


Replacement Version 
OW OS01025995 Benne UNH A Domestic Service in 
Chinese 1228 GMS 4 Jan 9S 


[Benyng NINH A Domestic Service mm Chinese at 1228 
GMT on 4 January transmitted a service message 
replacing the referent item with the following] 


[FBIS Transiaied Text] Hong Kong. 4 Jan (XINHU A)— 
According to a report from Taber [Tamper], statestecs 
released by Tarwan's “Counct! for Agricultural Planning 
and Development” show that. Tarwan businessmen’s 
agriculture-related investments im coastal southeast 
China grew three-fold im 1994, totaling 1,526 projects 
and $723 millon 


Taman newspapers report that most of Tarwan’s invest- 
ments were still in the manufacture of food and beverage 
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products, followed by goods processed from wood, 
bamboo, and forestry products. 


Taiwaa Charity Plans Direct Cross-Strait Travel 


11K0401150895 Hong Kong ZHONGGUO TONGXUN 
SHE in Chinese 1152 GMT 4 Jan 95 


[FBIS Translated Text] Hong Kong. 4 Jan (Z7HON<:- 
GUO TONGXUN SHE} —Taipe: News: The Loving 
Heart Charity of Quemoy [Jinmen] vcsterday voted to 
work for direct cross-strait f=auiy visits as a token to 
mark the 80th anniversary of the founding of Quemoy as 
a county. If approved by concerned authorities. the first 
chartered “family visit™ boat will be scheduled to depart 
from th ~ Heping Pier in Amoy [Xiamen] for Quemoy at 
this yea, s Ching Ming Festival, taking home 80 Fuyan 
residents, all 65 of age or older. 


Heu Chin-lung, the charity chairman, pomted out that 
there are stell some 500 65-vear-olds hailing from 
Quemoy stranded ir the mainland alter they got there 
from Quemoy in the carly stages of the war against 
Japanese. But the obstacle posed by the water between 
Quemoy and Amoy cannot sever the bond of kinship. 
The charity 1s pushing vigorously for direct cross-strant 
sails for farmaly visits and looking forward to a concrete 
result by the 80th anniversary of the founding of the 
county. 


Hsu Chin-lung said that Amoy had made an entirely new 
vessel, “Huawan.” i the event of the openimmg of sca 
travel. The charity 1s hoping to form im the near future a 
civihan body, a preparatory commiutice for “supporting 
direct sail fiw family vesits.” which well plunge mmto 
activity to do ts part of ground breaking work mm 
anticipation of the completion of preparation work being 


pursued by Amoy. 


Al a jomnt-pancl meeting of its board of directors and 
executive council members held vesicrday im Quemov. 
the charity resolved to mobilize popular force in pushing 
for the direct-sail project which targets the Heprag Pret 
of Amoy and Shurtow Pret of Quemoy as the ports of call, 
with the hope that cach can operate a chartered tamuly 
visit ferry for five days to a week cach vear before and 
after the Ching Ming and Mid-autumn festivals 


Kao Kung-lien,. spokesman and desuty director of the 
Taman Mainland Cocamuission, vesterday sand im 
response to thes development that the family visit vessel 
project contravenes Tarwan exrsting laws and probably 
would not be approved. 


This report may contain copynghted matenal. Copying and dissemination 
18 prohibited without permission of the copyright owners. 
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Hsu Views Kaohsiung Plan, Trade Link Claims 


OW 0601 105795 Tape: Vowe of Free China in English 
0200 GMT 6 Jan 95 


[FBIS Transcribed Text] The chairman of the Council 
for Economic Planning and Development, Hsu Li-te. 
said the proposal of making Kaohsiung into Tarwan's 
first offshore shipping center will be submitted to the 
legislature for review before next month. He said if the 
offshore shipping center concept went well the govern- 
ment wail embark on setting up an offshore flight center 
at Taoyuan. He said once the offshore shipping plan is 
implemented. Marnland Chinese vessels [word indis- 
tenct}] abroad can anch » off Kaohsiung port. 


He denied claims by legislators that the idea of cross- 
strat trading through an offshore shipping center rs but 
an euphemism for direct trade link. Under the offshore 
shipping plan. cargo from third country will neither enter 
Tarwan nor pass through customs before being trans- 
shipped to Mainland China. So the direct shopping link 
can't be [word indistinct]. The offshore shipping plan 
was proposed im the hope to bypass the ban on direct 
cross-sirart shipping with the mainland. The ban on 
direct trade was seen as a major obstacle for Tarwan's 
bid to become a reg:onal transportation center. 


Possible U.S. Sanctions on Mainland Highlighted 


OW OSOTIOTI9S Taper CNA om English 0931 GMT S 
Jan 95 


(By Y.C. sail 


[FBIS Transeribed Text) Tanpe:, Jan. 5 (CNA}—A trade 
officral on Thursday [5 January] alerted Tarwan manu- 
facturers, «ho have imvested im Maimland China, to 
possible losses resultong from the threat of US. trade 
retahation against the Mainland 


U.S. Trade Representatrwe Mickey Kantor announced 
last week that the United States will take retahatory 
trade action against Mainland China if the Marnland 
does not agree to address hrs intellectual property nghts 
(IPR) concerns and to open market access for Amerncan 
movies. videos and audio cassettes 


While further US. acon will be announced on Feb. 4 
followimg a mandatory 0-day public comment penod. 
Kantor has drawn up a inst of Mainland Chinese prod- 
ucts that could face increased US. tarnffs or even sanc- 
tons 
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The goods listed for retaliation, including electronics, 
footwear. toys and ornaments, could cost the Mamniand 
about U.S *2.8 bilhon annually. 


Chuang Cheng-yuan, a section chief at the Board of 
Foreign Trade, said that Taiwan investors, who have 
mainty focused their Mainland investments in footwear 
and toys. will be adversely affected by the retaliatory 
trade action. 


Chuang also warned the investors, particularly those 
who invested in the production of electronics and chem- 
ical products on the Mainland. against infringing imicl- 
lectual property rights. 


Noting that the mainland has enjoved a huge surplus in 
trade with the United States. which topped U.S.$26.66 
[word indistinct] in 1993 and continued growing [words 
mdirstinct] he pomted out that the US action to force the 
mainiand to enforce rts copynght laws more strictly 1s 
“understandabic.~ 


Previously. he noted, Taran also faced the same threat 
of U.S. trade sanctions. under which Tarwan made 
substantial trade concessions including the lowering of 
tanffs. the mmpiemntation of IPR-reclated laws and the 
opening of the car. tobacco and alcohol markets 


Tar#an imvestors, who are making mroads mto the 
Mainland market. must watch out the umpact of US. 
mainiang trade ties and work out adequate strategies to 
cope with the threat of LS. trade retahatron agarnst the 
Masniand. he stressed 


Two Taiwanese Businessmen Murdered in 
Moscow 


HK060107°0°9S Hong Kong AFP ix English 0653 GMT 
6 Jan 9° 


|} BIS Transcribed Text] Taspe:, Jan 6 (AFP}—A com- 
puter busrmessman and a trading firm representative 
from Tarwan have been murdered im an apartment in 
Moscow. a Foreign Monrstry official sand Firnday 


The bodies of Ting Sih-tsa: from Protac Internatronal 
Computer GMBK and Chen Meichen from San Chi 
trading house were found Thursday by Chen's driver, 
who forced hrs way into the apartment. the officsal sand 
Tong. 38. was stabbed four times and Chen, 29. was 
strangied in what prosecutor Serge: Lazuthin suspected 
was a murder by someone who knew the men. be said 
The victors had shared the apartment 


This report may contain copyrighted maternal. Copying and dissemination 
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Hong Kong 
Impact of Sino-U.S. Trade Friction Discussed 


Officials Comment on Issue 


HK0501151095 Hong Kong Television Broadcasts 
Limited in English 1200 GMT 5 Jan 95 


[From the “News at 8:00" program] 


[FBIS Transcribed Text] China is refusing to yield to 
U.S. demands for tougher legislation on copyright pro- 
tection. A Chinese official has described the request as 
flagrant intervention of Chinese internal affairs. The 
Hong Kong Government will give an assessment of the 
impact on the territory should a trade war break out, but 
the damage is not expected to be as great as what it would 
have been had China !»st the most-favored-nation 
trading status. Jenny Lam reports: 


[Begin recording] [Lam] The temperature is rising over a 
potential Sino-U.S. trade war. America has set a deadline 
for China to beef up laws on copyright protection, but at 
a government-held news conference in Beijing, the move 
was described as intervention of China’s sovereign rights 
and internal affairs. The fact is, pirated recordings and 
books are so widely available in China, it will not be easy 
to wipe out in one go. 


{Gao Linhan of the State Copyright Administration, 
identified by screen caption, in Mandarin with English 
subtitles; translated from the Mandarin] In this regard, 
Guangdong has greater problems with laser disc players. 
This is the problem. Also, we have observed that video 
tapes are also a problem. 


[Lam] It’s not just American products that are being 
copied. Comics and books—many written in Hong 
Kong—are churned out by China’s cheap printers. Hong 
Kong stands to lose on two other fronts should the U.S. 
and China impose mutual sanctions. Manufacturers put- 
ting their money on the mainland will have their sales 
cut down. Also, the re-export industry here is worth 
more than $900 billion [Hong Kong dollars] a year. The 
trade and industry secretary explained that the Hong 
Kong Government is not in a position to defuse the row. 


[Brian Chow, secretary for trade and industry] Since the 
U.S. authorities seem to be standing on the position in 
which they are trying to protect their own national 
interests, and China also is in the same sort of position, 
trying to protect China’s own national interests, it would 
be very difficult, if not impossible, for a third party to try 
and influence either party. 


{Hong Kong AFP in English at 1116 GMT on 5 January 
transmits a report on Chow’s remarks which adds the 
following: ““Hong Kong will suffer if a Sino-US trade war 
erupts over copyright piracy, but not necessarily to an 
extreme degree, Secretary for Trade and Industry T.H. 
Chow said Thursday. Chow said his staff was still 
crunching numbers to determine exactly how much 
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Hong Kong stands to lose if Washington makes good its 
threats to slap punitive tariffs on Chinese goods from 
next month. But he told reporters: “We can say that the 
loss in trade for Hong Kong will be much less than the 
cancellation of most favored nation (MFN) status for 
China. The impact will not be so great.’ 


““Chow said that if the United States does impose sanc- 
tions, they would likely involve a revised list of targets 
totaling one million U.S. dollars. That, he said, would be 
only a small portion of the 31 million dollars in Chinese 
exports to the United States recorded in 1993, the last 
year for which full-year data is available. ‘This is not an 
excuse to affect the stock market,’ he said. 


“Chow said that a sector targeted for sanctions— 
electronic goods—was one in which Hong Kong entre- 
preneurs have invested heavily in neighboring Guang- 
dong Province. But with no record of capital flows across 
the border, he said it was virtually impossible to reckon 
how much investment was at stake.”’] 


[Lam] The U.S. has produced a hit list of Chinese goods 
worth around $2.8 billion. It’s not clear how much of 
those goods go through Hong Kong, but even should 
sanctions be implemented, the impact is not expected to 
be as great as it would have been had China lost the 
most-favored-nation trading status with the U.S. [end 
recording] 


Trade Secretary Chow Cited 


11K0601062595 Hong Kong EASTERN EXPRESS in 
English 6 Jan 95 p 25 


{By Donald Last} 


[FBIS Transcribed Text] The Government is fairly san- 
guine about the impact on Hong Kong of any US trade 
sanctions against China. Business would be adversely 
affected but Hong Korgz’s Secretary for Trade and 
Industry, T H Chow, stressed yesterday that the effect 
would be much less than if most favoured nation (MFN) 
status had been cancelled last year. It was estimated by 
the American Chamber of Commerce that loss of MFN 
status would have slashed Hong Kong's export trade by 
between 6 to 9 percent. 


Speaking at a news conference yesterday, Chow said: “It 
appears the U.S. will not impose sanctions on all the 
goods on the list. The reve ge will focus on about U.S.$1 
billion (about HK$7.8 billion) of exports.” 


Washington has targeted a “hit list” of Chinese exports 
worth U.S.$2.8 billion as potential candidates for puni- 
tive tariffs under Section 301 of the U.S. Trade Act. The 
trade secretary said the U.S.$1 billion was only a small 
proportion of China’s total exports to the United States 
which currently run at over U.S.$30 billion a year. 


Also, the threatened exports do not include toys. This is 
good news for many Hong Kong companies since toys 


This report may contain corviighted material. Copying and dissemination 
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are big business for the southern Chinese factories 
owned by Hong Kong 1vestors. 


Meanwhile, China is keeping up its war of words against 
the United States, saying that legal experts claim U.S. 
demands for better copyright protection are unreason- 
able. “It's our own affair as to how we should act in 
legislation and law enforcement,” said Xu Jie, a pro- 
fessor at the China University of Political Science and 
Law. He was speaking at a government seminar on 
intellectual property rights. The U.S. demands, Xu said, 
“are far beyond the range of intellectual property rights”. 


Another speaker, Liu Chuntian, a professor and head of 
China's Intellectual Property Centre, said the United 
States was demanding too much by insisting that China’s 
legislation be in line with a U.S. timetable. Lui said the 
timetable was for developed countries while China is still 
a developing country. 


In Hong Kong, the government hopes to complete its 
study of the hit-list by the weekend. Chow said it was 
difficult to identify the exact extent of Hong Kong's 
possible loss should Washington carry out its threat. 
“We do not know how they will pick the U.S.$1 billion of 
goods, though we know what type of goods they are. And 
we do not know how much will go through Hong Kong,” 
he said. 


It is also too early to estimate the extent of potential 
losses by Hong Kong-owned factories in southern China. 
The majority of exports out of Guangdong Province are 
from Hong Kong financed plants but the government 
does not have the details. ““We have no record of the 
outflows and inflows of investment funds there,” he said. 


Chow thought it was a good sign that the U.S. side 
wanted to continue negotiations. “I hope that there will 
be a mutually acceptable compromise reached,” he said. 


China has announced retaliatory plans to ban the import 
of U.S. films, TV programmes, and laser discs and raise 
100 percent tariffs on U.S.-sourced cassette tapes and 
cosmetics. But the authorities have also closed down a 
number of factories making pirate discs and called upon 
consumers to boycott pirated books and software. 


Hong Kong could not lobby on behalf of either party. 
“Each party has its own position, its different national 
interests... We're a third party. We are not privy to the 
detailed negotiations on either side... it is very hard for 
us to judge where the concessions might lie,” Chow said. 


But counterfeiting must be stopped, he said. “Hong 
Kong singers and record companies are themselves 
losing money because of sales of laser and compact discs 
in Hong Kong. The street hawkers, you've seen them,” 
Chow said. 


If China had been a member of the World Trade Organ- 
isation (WTO) it would have been in a much better 
position to take action against unilateral sanctions by the 
United States, which transgress WTO rules, Chow said. 
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The possible U.S.$1 billion of sanctions on Chinese 
exports is an amount equivalent to the sales that U.S. 
companies claim they lose through infringement of intel- 
lectual property rights, copying software, and music. 


PWC Calls For Early Decision on SAR Chief 


11K0601065495 Hong Kong HONGKONG STANDARD 
in English 6 Jan 95 p 4 


[By M Y Sung and Laura Chan] 


[FBIS Transcribed Text] Former top civil servants and 
members of the Preliminary Working Committee (PWC) 
yesterday urged China to make an early selection of the 
post-1997 special administrative region (SAR) chief 
executive. 


The people behind the call are members of a PWC study 
panel on transitional matters relating to the civil service. 
They said selection of the chief executive and principal 
officials should be made as soon as possible to ensure the 
new government would be able to operate on | July 
1997. The explanation came after a panel meeting at the 
PWC’s local office in Central. 


Panel convenor, former deputy secretary for the civil 
service Wilfred Wong, said the selection of principal 
officials and their deputies would be time-consuming. 
“Therefore, the chief executive designate should be 
selected as early as possible. Then he will have enough 
time to consider the candidates for principal officials,” 
Mr Wong said. 


The PWC’s Political Subgroup has proposed the SAR 
chief be selected in the autumn of 1996. Leader of the 
political subgroup, Leung Chun-ying, who is also a panel 
member, said the 1996 proposal was not a final one. Mr 
Leung said it would be wrong to believe that an early 
selection of the chief executive might mean a major 
reshuffle of senior civil servants. He was prepared to bet 
that most of the pre-1997 senior officials would remain 
in the future administration. 


Mr Wong said the selection of principal officials by the 
chief executive was in keeping with the Basic Law. The 
Basic Law stipulates that about 22 principal officials, 
including policy-secretaries and commissioners, should 
be Chinese citizens and permanent Hong Kong residents 
who have lived in the territory continuously for not less 
than 15 years. Mr Wong said the panel believed it was 
unnecessary to have an additional procedure to recon- 
firm civil servants after the handover since the Basic 
Law’s guarantee was sufficient. 


A PWC Housing Subgroup also met to discuss long-term 
housing policy after 1997. Subgroup leader, Law Shukch- 
ing, said the group would submit a report this year on 
housing policy after the handover. He said they would 
invite concerned groups and hold seminars to collect 
more views. 


This report may contain copyrighted material. Copying and dissemination 
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Asked if Secretary for Housing Dominic Wong would be 
invited, he said they would iry their best if there was a 
need. The group said it had studied the information that 
the government had provided. Mr Law said the future 
housing policy had to take into account population 
growth, especially the number of new immigrants. The 
group also hoped the government would be able to 
accomplish its public housing target before 1997. 


PRC, UK Agree on New Airport Management 
Body 

11K0601062695 Hong Kong HONGKONG STANDARD 
in English 6 Jan 95 pn 1, 2 


[By M Y Sung} 


{[FBIS Transcribed Text] China and Britain heve agreed 
to put the new airport management body under govern- 
ment control to prevent it becoming an “independent 
empire.’ A source said yesterday that both sides had also 
agreed that the chairman of the Airport Authority would 
be a Chinese citizen with Hong Kong permanent resi- 
dence and half of the board's members would be drawn 
from various sectors of the community. 


The government's Airport Corporation Bill, released last 
year, had been one of the bones of contention between 
China and Britain in the long-running row over the new 
airport. The original bill would have set up a corporation 
as a fully commercial operation, replacing the current 
Provisional Airport Authority (PAA). But China blasted 
the government for planning to allow the body to 
become “an independent empire.” 


After the funding agreement was reached last November 
the two sides took a more positive approach to solve 
differences over the bill. China then put forward 
counter-proposals which had now been accepted by the 
British side, a Chinese official said. Britain has agreed to 
the name “Airport Authority” instead of “corporation”. 


The future special administrative region (SAR) govern- 
ment will 2lso have absolute power over policies on 
major issues like finance and the appointment of board 
members. “To prevent it from becoming an independent 
empire, the SAR government has to strengthen its con- 
trol over the airport body,” the source said. 


The Chinese side also demanded that the airport legis- 
lation should stipulate the authority chairman must be a 
Chinese citizen with Hong Kong permanent residency. 
Both sides agreed that the SAR chief executive or the 
governor before 1997 would appoint the chairman and 
board members. The Chinese side also proposed that 
half of the board members should be representatives 
from different sectors of the society. 


The Chinese side agreed the chief executive officer of the 
authority could be an expatriate. They admitted that it 
was difficult to have a local expert to take the post. Only 
a few minor details have not been worked out according 
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to the source. It was expected that the government would 
table a revised bill in the Legislative Council in a few 
weeks’ time. 


PAA spokesman Phillip Bruce said the authority had 
adopted a localisation policy and had not hired any 
expatriates since last year. Expatriates now in service 
would not have their contracts renewed after the com- 
pletion of the new a:!rport. 


Only 2 to 3 percent of expatriate staff would be left by 
1997, Mr Bruce said. He refused to comment on the 
government control of the authority and said they would 
manage the airport body according to legislation. But he 
added that legislation was needed as soon as possible as 
there must be a permanent body to raise loans for 
continuing construction work. 


The PAA has received government equity of $31.4 
billion. According to the airport funding agreement, the 
government equity ceiling for the PAA would be $36.6 
billion. The government would request the remaining 
$5.2 biilion from the Legislative Council's Finance Com- 
mittee soon for the construction and management 
expenses of the PAA, Mr Bruce said. 


Democratic Party legislator and spokesman Albert Chan 
said they had reservations about the boay under govern- 
ment control. They might amend the bill 1f they found :t 
unreasonable, Mr Chan said. “We will not be a rubber 
stamp to pass the bill just because it is approved by 
Britain and China,” he said. 


Independent legislator Samuel Wong said the govern- 
ment must not fully control the airport body. The 
Corporation Bill called for an independent airport oper- 
ation, he said. 


Governor Sets Conditions for Cooperation 


11K0601064595 Hong Kong HONGKONG STANDARD 
in English 6 Jan 95 p 2 


[F BIS Transcribed Text] Governor Chris Patten has laid 
out two preconditions for active cooperation with the 
Preparatory Committee over transitional matters. 


In an exclusive interview with the Sing Tao Group 
{which includes the HONGKONG STANDARD), Mr 
Patten said the administration could cooperate with the 
committee but it should not be undermined. 


He set out two important conditions for working with 
the committee. “First, we want the authority of govern- 
ment, the credibility of government to continue through 
1997. Our first concern has got to be to retain that 
authority,” Mr Patten said. “There would be one gov- 
ernment in Hong Kong in 1996 and one government in 
Hong Kong after 1997." 


Under Annex III of the Basic Law, a Preparatory Com- 
mittee will be established in 1996 to prepare for transi- 
tion issues in 1997. The Chinese will appoint members 
to the committee this year. 


This report may contain copyrighted material. Copying and dissemination 
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“Secondly, we have to do everything possible in the 
interests of Hong Kong. We have to do everything 
possible to act within the terms of the Joint Declara- 
tion,” Mr Patten said. “We have to do everything 
possible to ensure the effectiveness and high morale of 
our civil servants.” 


In the run up to 1997, the Chinese and British Govern- 
ments should strive to achieve better relations, he said. 


With regard to the Beijing-appointed Preliminary 
Working Committee (PWC), Mr Patten said it was not 
an official body like the P:eparatory Committee and the 
government had no obligation to work with it. 


Mr Patten raised a number of questions about the PWC. 
“Was the PWC established to help to secure a more 
stable transition? he asked. 

“Was the PWC established to help to enhance the 
authority of the Hong Kong Government? 

“Was the PWC established to try to undermine the 
authority of the Hong Kong government? 

“Has the PWC enhanced the credibility of our opera- 
tions?” 


The PWC should not be a body to replace the Sino- 
British Joint Liaison Group (JLG), Mr Patten said. 


The administration did brief PWC members on the 
adaptation and localisation of laws but the bricfing did 
not help to resolve the issues, he said. “We brief the 
PWC fully on adaptation and localisation of laws. Does 
that mean the Chinese representatives in the JLG or 
Chinese representatives anywhere will be more construc- 
tive about the whole issue of adaptation of laws?” 


Mr Patten used a metaphor to describe relations with the 
PWC. “Look, you may not like the PWC, a second stove. 
It cooks very good food. Perhaps we should keep the 
PWC and some other recipes.’ he said. ““When we put 
our noses in the air we smell the food in the kitchen but 
it doesn't smell very much like the dishes we have been 
producing over the past few years.” 


Delegates Meet CPCCC Official in Beijing 


OW 30121: (94 Beijing XINHUA Domestic Service in 
Chinese 12.7 GMT 13 Dec 94 


[By reporter Fang Jin (2455 3866)] 


|FBIS Translated Text] Beijing, 13 Dec (XINHUA)}— 
Wang Zhaoguo, director of the United Front Work 
Department of the CPC Central Committee and vice 
chairman of the national committee of the Chinese 
People’s Political Consultative Conference, met with 
and held a dinner party for the delegatio.) of the Chinese 
General Chamber of Commerce of Hong Kong, which is 
visiting Beijing at this moment, at the ceremony hall of 
the United Front Work Department this evening. 


The 35-member delegation is led by Zeng Xianzi, new 
chairman of the Chinese General Chamber of Com- 
merce of Hong Kong and chairman of the board of the 
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Jinlilai Group Ltd. They arrived in Beijing this after- 
noon. Wang Zhaoguo expressed his welcome for their 
visit and congratulated Zeng Xianzi on his election of 
the 39th chairman of the Chinese General Chamber of 
Commerce of Hong Kong. He said: During the period of 
reform and opening up in China, the Chinese General 
Chamber of Commerce of Hong Kong made great con- 
tributions to the mainland’s economic development, to 
social charity undertakings and social progress, to Hong 
Kong's economic and trade cooperation and exchanges 
with the mainland, to Hong Kong's economic prosperity 
and development. and to Hong Kong’s smooth transition 
to China. On behalf of the United Front Work Depart- 
ment, he expressed gratitude to the chamber of com- 
merce. Wang Zhaoguo said: The current economic situ- 
ation in China is good and | hope Hong Kong 
compatriots will continue to invest in the mainland. 


The Chinese General Chamber of Commerce of Hong 
Kong. founded in 1900, is one of the four major cham- 
bers of commerce in Hong Kong. Its strength and influ- 
ence are quite great among Hong Kong's commercial and 
industrial circles. It now has more than 6,000 members 
and the businesses operated by the members extend all 
over Honz Kong. It is a patriotic social group. It is the 
first group that raised the five-star red flag when New 
Chitia was founded in 1949. Over a long period of time, 
the chamber of commerce has always maintained a firm, 
patriotic stand and done many good jobs in supporting 
the state’s economic construction, in developing tech- 
nical cooperation and exchanges. in promoting Hong 
Kong's returning to the motherland, and in maintaining 
Hong Kong's prosperity and stability. Since 1982, the 
chamber of commerce has held annual training classes to 
help train mainland administrative personnel to 
improve the business administrative level in mainland 
enterprises. 


The delegation will visit Beijing for a week. During their 
stay here, they will visit party and state leaders and hold 
talks with officials from the United Front Work Depart- 
ment, the Hong Kong and Macao Affairs Office, the 
Ministry of Foreign Trade and Economic Cooperation, 
the State Planning Commission, the All-China Federa- 
tion of Industry and Commerce, and the China Council 
for the Promotion of Trade. 


Wan Shaofen, Li Dek Su. and Zheng Wantong, deputy 
directors of the United Front Work Department, 
attended today’s meeting. 


Direct Taiwan-PRC Shipping Links Discussed 
11K0601062295 Hong Kong EASTERN EXPRESS in 
English 6 Jan 95 p 8 


[By James Kynge] 


[FBIS Transcribed Text] In a landmark decision, Tai- 
wan's cabinet has approved a formula under which 
direct shipping to China will be allowed for the first time 
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since 1949. The cabinet on Thursday approved a plan to 
designate the southern port of Kaohsiung as an “off- 
shore” shipping centre. 


Officials said the move means that foreign-registered 
Taiwan-owned ships—previously banned by Taipei 
from entering mainland ports would be able to sail 
directly from Taipei to China provided their voyage 
originated in a foreign port. 


The lengthy blueprint said the plan to turn Kaohsiung 
into an “offshore” centre will be implemented at an 
appropriate time but does not give details. ““To meet the 
demand for the transshipping business we plan 
Kaohsiung harbour as the offshore shipping centre.” a 
draft blueprint on economic development over the next 
decade. approved by the cabinet, said. 


Kaohsiung is Taiwan’s second city and biggest port. All 
legal trade. investment, post, and other traffic between 
the two is currently routed through a third party, such as 
Hong Kong. Most China-bound cargoes are transshipped 
in the territory. 


By using the word “offshore” to describe the shipping 
centre, Taiwan may preserve its aim of not allowing 
direct links with the mainland. The blueprint said the 
centre would be set up under the principle that ships do 
“not go through customs and do not cross the (Taiwan) 
border”. 


Senior officials said the plan means that Taiwan ships 
sailing from a foreign port would be allowed to pass 
through Kaohsiung’s offshore centre and then go on to 
China. Taiwan ships sailing from Taiwan ports, how- 
ever, would still have to go to a third country before 
going on to China. 


Regulations for ships coming from China remain 
unclear, the officials said. 


Impetus for the change has come from Hong Kong's 
impending handover, which would end the territory's 
status as a thoroughfare for Taiwan's trade and invest- 
ment with China. Shares of Taiwan's giant shipping 
companies rose on the Taiwan Stock Exchange yesterday 
due to recent official statements on the offshore centres. 


“Developing a shipping transit centre is a vital part of 
our plan to become an Asia-Pacific operations centre,” 
the blueprint said. “It can also raise the level of interest 
in investment in Taiwan by foreign and local businesses 
and thus have a direct effect on the economy's long-term 
development,” it added. 


Taiwan's top policy maker on China, Vincent Siew, said 
he hoped the move would elicit a positive response. 
“Since the Chinese Communists want economic and 
trade co-operation, we hope they can make some friendly 
response,” Siew, the head of the Mainland Affairs 
Council, said. 


Hong Kong's Port Development Board has predicted a 
big drop in business due to direct China-Taiwan links. 
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“Once full commercial links are in place between the 
mainland and Taiwan, Hong Kong may lose some 90 per 
cent of this ocean transshipment cargo,” the board said 
in its latest annual report. Transshipment has fallen in 
recent years to 15 per cent of Hong Kong's total 
throughput of 10 million 20-foot-equivalent unit (TEU) 
containers in 1994. It accounted for 27 per cent of 
throughput in 1986. 


But Kevin Chinnery, the editor of Lloyds List Maritime 
Asia, said there was still plenty of shipping trade coming 
from Guangdong Province, so the move would not 
undermine Hong Kong’s economy. Instead it would ease 
pressure on strained port facilities, he said. 


Transshipment to the United States from mainland 
ports from Shanghai to Xiamen would probably be more 
viable if transshipped through Kaohsiung, Chinnery 
said. 


Commentary Views ‘Purpose’ of Bill of Rights 
11K0301113195 Hong Kong WEN WEI PO in Chinese 
3 Jan 95 p All 


[“Special commentary” by Yuan Chiu-shih (6562 3061 
1395): “The Move by the Privy Council in London 
Merits Attention”] 


{[FBIS Translated Text] The Bill of Rights fabricated by 
the British Hong Kong Government, which came into 
force in June 1991, has appeared to be more and more 
like a key to Pandora's box in the past several years, from 
time to time bringing up cases that have an impact on the 
legal system of Hong Kong and arouse shocked reactions 
in the local community. These developments in affairs 
seem quite heated. 


Let us recall several cases occurring in the last month or 
so of 1994. First, Hong Kong District Court Magistrate 
McGeorge [name as transliterated—7796 0587 2535], 
when hearing a corruption case involving Clive Holgate 
[name as transliterated—6079 0256 1660]. former senior 
real estate surveyor, argued that Section 1A, Article 10 of 
the Prevention of Bribery Ordinance cited by the prose- 
cutor contradicted the Bill of Rights. He therefore 
rescinded the prosecution and acquitted the defendant 
without delay. Immediately afterward, the Legal Depart- 
ment lodged an appeal with the Court of Appeal, and the 
Independent Commission Against Corruption rearrested 
Holgate, but then allowed him out on bail pending the 
ruling of the Court of Appeal. In a second case, the Hong 
Kong Supreme Court approved on a single occasion all 
the petitions by 365 petitioners, acquitting them of 
charges of “illegal possession of stolen property,” based 
on the argument that Article 30 of the Summary 
Offences Ordinance, which had been cited in charging 
those people, contradicted the Bill of Rights. According 
to the ruling, those people who were acquitted of the 
charge could apply to regain their confiscated belong- 
ings, and they could also claim compensation for dam- 
ages through civil procedures if they had suffered losses 
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due to the confiscation and prosecution. The barrister 
who represented the 365 petitioners lodging the appeal 
said the Court of Appeal made a similar retroactive 
ruling in October 1994 in deciding to rescind Article 17 
of the Summary Offences Ordinance, which concerned 
the charge of possession of an offensive weapon, as the 
principle of “presumed guilt” embodied in the ordi- 
nance was also in contradiction to the Bill of Rights. 
Nowadays even those Vietnamese boat people who have 
been detained for years in the “refugee camps” set up by 
the Hong Kong Government can benefit from “human 
rights,” and some “concern groups” have been peti- 
tioning for them, condemning the Hong Kong Govern- 
ment for “illegal detention,” and pledging to apply for 
writs of habeas corpus for the boat people or to assist 
them in lodging petitions with the Supreme Court and 
seeking legal assistance. Meanwhile, the Hong Kong 
Government took the opportunity to pretend to be 
“helpless,” and this was followed by the release of more 
than 100 boat people... So mary cases occurring in a 
short period due to the Bill of Rights or under the pretext 
of human rights is dazzling indeed, not to mention the 
fact that each single case is indeed unusual. So it is not 
surprising that public opinion in Hong Kong believes 
that the Bill of Rights has now become a powerful 
measure offering impunity. As “the spear of human 
rights is used to pierce the shield of rule by law,” “the 
stability of the legal system will be undermined™! 


The British Government is taking an important step 
before its withdrawal from Hong Kong in using the Bill 
of Rights to challenge the current legal system of Hong 
Kong and to set up obstacles to the operation of the 
judicial organs of the future special administrative 
region. In recent years, many ordinances in Hong Kong 
have been rescinded or amended under the pretext of 
so-called violation of the Bill of Rights. But for a while, 
only a few individual cases were related to such rescis- 
sions and amendments. The drastic increase lately in the 
frequency of this kind of case and their becoming the 
fashion are the result of the British Privy Council's direct 
intervention. The unprecedented case of the Supreme 
Court reversing the verdicts on 365 petitioners on a 
single occasion was based on the ruling in the case of Li 
Kwong-kat on 19 May 1993. During that hearing, the 
Privy Council rescinded Article 30 of the Summary 
Offenses Ordinance, ruling that the ordinance violated 
the principle of presumed innocence embodied in the 
Bill of Rights as the ordinance requires the party 
involved to render a reasonable explanation about his 
possession of the object in question. This ruling by the 
Privy Council serves as paramount guidance for judicial 
practice in Hong Kong. So the judges here have been 
able, with full justification, to make a series of rulings 
that have shocked the Hong Kong community. 


While Hong Kong judicial circles were extremely 
excited, the Privy Council in London recently took 
further action to add fuel to the flames. The SOUTH 
CHINA MORNING POST reported on 9 December that 
Chan Chi-hung, who was serving a five-year jail term for 
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possession of forged credit cards and possession of an 
article intended for use in forging a document, pos- 
sessing a forged identity card, and obtaining property by 
deception, recently lodged an appeal with the Court of 
Appeal of the Supreme Court of Hong Kong, arguing 
that the sentence he was serving exceeded the maximum 
prescribed by law. The reason was that according to a law 
which came into effect in May 1992, the first and second 
charges, on conviction, carried maximum sentences of 
seven and 14 years respectively, and the court sentenced 
him to five years’ imprisonment; but under a new law 
which came into effect in July 1992, both offenses were 
redefined, creating in each case two separate offenses 
which were regarded as lighter than the original offenses, 
and the sentences for these new offenses were accord- 
ingly changed to three and 14 years [as published] 
respectively. According to Article 12 of the Hong Kong 
Bill of Rights, which had come into effect before this case 
was tried, if, after the commission of an offense. provi- 
sion is made by law for imposing a lighter penalty, the 
offender shall benefit. Therefore, Chan argued that two 
controversial charges should be shelved and the length of 
the sentence should be adjusted to the maximum of three 
years. Two judges in the Court of Appeal dismissed 
Chan's appeal, while the other judge dissented. 


The Privy Council in London, in an unusual move, took 
rapid action to handle this case, and arranged the hearing 
for as early as January 1995. According to the SOUTH 
CHIiS<4 MORNING POST's commentary, this will be 
the first appeal case to be heard by the Privy Council 
without the presence of a barrister and will also be the 
first appeal against sentence in a criminal case to be 
heard by the Privy Council. 


This practice of the Privy Council is abnormal. 
According to conventional practice, all cases to be filed 
with the Privy Council must first gain the approval of the 
relevant institutions. Civil cases should be approved by 
the Appeal Court or directly by the Privy Council. 
Criminal cases must be approved by the Judicial Com- 
mittee of the Privy Council. The Judicial Committee 
does not easily approve such hearings. Only cases in 
which there is the possibility of a substantive mistake in 
the sentence will be approved, and normally (not usu- 
ally) a death sentence has been passed in such cases. Such 
appeal cases normally have to wait for a long time before 
they can be heard by the Privy Council, and the legal 
costs are extremely high. Therefore, only a very small 
number of important cases, such as those involving 
major economic interests or those concerning the lives of 
the accused, may be brought to the Privy Council to be 
heard. There must also be a certain possibility that the 
appeals may win when they are selected to be heard by 
the Privy Council in a final trial. This time, the Privy 
Council took the initiative in deciding on the hearing of 
a case which was not that important and on which the 
judges of the appeal court still had differing opinions. 
This is completely different from usual practice. More- 
over, the hearing of the case will be held soon, and this is 
extremely unusual. 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 


98 HONG KONG & MACAO 


People cannot help but ask why the Privy Council so 
rapidly had a hand in the appeal and took such an 
unusual initiative 1a meddling in the case. It is not hard 
for anyone with basic legal knowledge to discern that the 
Privy Council, by taking such action, is just trying to 
create the “most authoritative” precedent for placing the 
Bill of Rights above other laws in Hong Kong before the 
establishment of the Court of Final Appeal. This will not 
only make it possible to reverse the verdicts on a large 
number of cases after the Bill of Rights comes into force, 
but wall also set up obstacles to the strict enforcement of 
the laws of the special administrative region in the 
future. 


According to a relevant report, the barrister who repre- 
sented the aforementioned 365 people in making the 
appeal said that because the verdict by the Privy Council 
may be traced to the time when the Bill of Rights came 
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into force, there will be many similar appeals in the 
future. McGeorge, the magistrate who rescinded the 
charge against Hui Kin-hong, also sarcastically described 
the Bill of Rights as a “can of worms bill,” and expressed 
his helplessness over the trouble caused by the bill. It ts 
not hard to imagine what an “eventful” period legal 
circles in Hong Kong will be facing. People will just wait 
and see what verdict the Privy Council in London will 
reach and what impact the verdict will have on the legal 
system in Hong Kong. 


To achieve their politica! ~urposes, the British Govern- 
ment and the British Hu... Kong Government, which 
always flaunted the banner of “rule by law,” now even 
disregard normal \egal procedures. Through such events, 
people now niay see more clearly for what purpose the 
Bill of Rights was enacted in Hong Kong. 
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